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BLADES, EAST & BLADES, Ltd. 


Established 1821. 
CITY OFFICES: WORKS : 
17 ABCHURCH LANE, LEONARD ST., FINSBURY, 
LONDON, E.C. LONDON, E.C. 


Telephones : Mansion House 9681 (5 lines). Telephones : Clerkenwell 3636, 3637, 3638. 
Telegrams : “* Identical, London.” 


BANKERS’ CHEQUE PRINTERS. 

BANK NOTES, BONDS, BANKERS’ PROTECTIVE CHEQUES, 
CERTIFICATES, POSTAGE AND REVENUE STAMPS, 
ENGRAVERS AND FINE ART PRINTERS. 
COMPANY PROSPECTUSES. 


WHOLESALE AND EXPORT MANUFACTURING STATIONERS, LITHOGRAPHERS, 
PRINTERS, ACCOUNT BOOK MAKERS, AND SEAL ENGRAVERS. 


PHOTOGRAVURE AND COLOUR PRINTING. 


PUBLIC COMPANY WORK, INCLUDING INSURANCE COMPANIES, 
BANKS, ETC., A SPECIALITY. 


ll 


Ne 


| 
| 


wt 


IUNNNNNNNNNNQNNNIIUIAUUULLLUUI 
me 


LL 


iI 


HITINTIUVINVNVUIUL NUON 
| 


| 
| 


PUTA 


MTT) 
UTLTUNNNNNNUINNIIINUIUITE 


HI 
HM 


=a (ll LL un HII cc MM 


UNE 


THE IMPERIAL BANK OF PERSIA 





(Incorporated by Royal Charter, 1889) 
Capital fully called up - £650,000 Reserve Account - - £670,000 
(with power to increase to £4.000,000 
Reserve Liability of Proprietors under the Charter - - - -£1,000,000 


LONDON BANKERS : 


Messrs. Giyn, Mitts & Co, Tue WESTMINSTER Bank LimiTeD, LOMBARD STREET, Lioyps Bank Limitep 
, , . 


HEAD OFFICE : 


33/36 KinG WILLIAM STREET, Lonpon, E.C.4, 


CHIEF OFFICE IN PERSIA : 
TEHERAN. 


BRANCHES IN PERSIA : 
Abadan, Ahwaz, Bunder Abbas, Bushire, Hamadan, Isfahan, Kerman, Kermanshah, Meshed, Mohammerah, 
Pehlevi, Re ‘sht, Shiraz, S fanal ad, Tz abriz, Yezd, Zahedan (Duz« dab). 


= BRANCHES IN IRAQ: BRANCH IN INDIA : 


BaGpan, Basra, Bomrmay, 


HE BANK transacts Banking Business of every description in 

and connected with Persia and Iraq, also with Bombay, Calcutta 
and Karachi. 

Clean and Documentary Credits arranged. Documentary Bills 
negotiated, Clean and Documentary Bills collected. Letters of Credit, 
Drafts and [elegraphic Transfers issued. 


NMI 


Correspondents in all important places abroad. = 
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MARTINS 
BANK 


LIMITED. 





Head Office : 
WATER ST., LIVERPOOL. 


London Office : 
68, LOMBARD ST., E.C.3. 


Manchester District Office : 
43, SPRING GARDENS. 


Capital Paid Up and Reserves £7,190,866 
Deposits, etc., at 31 Dec. 1931 £75,927,392 


The Bank has over 565 Offices, and Agents 
in all the principal towns at home and 
abroad. 


All descriptions of Banking, 
Trustee and Foreign Exchange 
Business transacted. The Bank is 
prepared to act as Registrar for 
Public and Corporate Bodies. 


BANCO CENTRAL 
DE BOLIVIA 


formerly 


BANCO DE LA NACION 
BOLIVIANA 


Established 1911. 


OPERATES AS A CENTRAL BANK OF 

ISSUE, DISCOUNT, DEPOSIT AND ExX.- 

CHANGE THROUGHOUT THE REPUBLIC 
OF BOLIVIA. 


Authorised Capital - Bs.30,000,000 


Paid-up Capital © - Bs.25,687,075 
Reserve Fund - - 8s.6,155,826 


Telegraphic Address: “‘NAVIANA.” 


Head Office: LA PAZ: 


BRANCHES : 


Cochabamba, Oruro, Potosi, Riberalta, Santa 
Cruz, Sucre, Tarija, Trinidad. 


Specially prepared to grant facilities for the 

DEVELOPMENT of the ECONOMIC RELA- 

TIONS between the REPUBLIC OF BOLIVIA 
and all FOREIGN COUNTRIES. 


The Bank grants special facilities to Travellers 
proceeding to Bolivia. 


CORRESPONDENCE INVITED. 
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FREEINSURANCE 


AGAINST 


RISK OF ERROR 


—use Copper and Silver Bays with 
the ‘“FRAUDPROOF”’ big holes 
SEAM perforation. Cashiers can 
really see what they are receiving in 
a manner that is impossible with the 
old “‘small holes” bag. 


The fact that 75 per cent. of the 
Banks of Great Britain and the Irish 
Free State use ‘‘ FRAUDPROOF ” is 
significant criterion of their benefit !! 
Actual : : : Your local 
Photograph— 
particularly : 
note the 


— 













Stationer 


fas ¢ 2 can supply 
holes !! you 
The LARGE 


holes are in 
the “doubled * 
part of the 
Bag — ihe 


seam !! 


““L.B.C.”’ Super Quality Copper and 
Silver Bags are made from the finest 
yrade Manilla; are guaranteed to 
the Mullen test; are rubber banded 
in 50’s, and packed in free cartons, 
thus avoiding all waste, and reducing 
shipping charges. 


Look for the big holes in 
the seam — they are your 
votection, and cost vou 
NOTHING ! ! 


LANCASTER 


BROTHERS & COMPANY 
CASH BAG SPECIALISTS 


SHADWELL STREET 
BIRMINGHAM 
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ROYAL BANK OF SCOTLAND 


Incorporated by Royal Charter, 1727 


CAPITAL (FULLY PAID) £3,780,192 RESERVE FUND £3,780,926 
DEPOSITS £49,416,137 


THROUGHOUT THE oe ee eee OF BRANCHES 
ENTIRE WORLD COMMERCIAL BANKING 28 


A COMPLETE BRITISH, COLONIAL and FOREIGN BANKING SERVICE 
(49 CHARING CROSS, S.W.1 


London—City Office: . | 
- wane gf OF West End (London) Offices’ 1 BURLINGTON ee W.i 
3 BISHOPSGATE, E.C.2 formerly Western Branch of Bank of Englan 


4 NEW BOND STREET, Wl 


Head Office: EDINBURGH 


General Manager : SIR ALEXANDER KEMP WRIGHT, K.B.E.,. D.L., LL.D 
ASSOCIATED BANK - WILLIAMS DEACON’S BANK Ltd. 
(Members of the London Bankers’ Clearing House.) 


YOKOHAMA SPECIE BANK, LIMITED. 


ESTABLISHED 1880. Uncorporated in Japan) 


CORRESPONDENTS TOTAL NUMBER 

















Capita! Subscribed and Fully Paid - - Yen 100,000,000 
Reserve Fund - - 7 - - - - - Yen 117,390,000 


Head Office: YOKOHAMA. 
Brancues and AGENcies at Alexandria, Batavia, Berlin, Bombay, Canton, Calcutta, Changchun, Dairen (Dalny), 
Fengtien (Mukden), Hamburg, Hankow, Harbin, Hong Kong, Honolulu, Kai Yuan, Karachi, Kobe, London, 
Los Angeles, Manila, Nagasaki, Nagoya, Newchwang, New York, Osaka, Paris, Peiping, Rangoon, Rio de 
Janeiro, Samarang, San Francisco, Seattle, Shanghai, Shimonoseki, Singapore, Sourabaya, Sydney, Tientsin, 
Tokyo, Tsingtau. 

The Bank buvs and receives for collection Bills of Exchange, issues Drafts and Telegraphic Transfers and 
Letters of Credit on above places and elsewhere, and transacts General Banking Business. Deposits received 
for fixed periods at rates to be obtained on application. 

London Office :—7 Bishopsgate, London, E.C.2 
D. NOHARA, Manager. 


NATIONAL BANK OF EGYPT. 


(Incorporated in Egypt. Liability of Members ts Limited ) 


HEAD OFFICE : CAIRO. 














FULLY PAID CAPITAL - - - - - £3,000,000. 
RESERVE FUND .- - - - - : £3,000,000. 





London Agency : 
6 and 7 KING WILLIAM STREET, E.C.4. 


Branches in all the Principal Towns in 


EGYPT and the SUDAN. 


A. M. BONNER, L™. “ 


30 LIME ST. and 7 BLOMFIELD ST. 


LONDON, E.C.3 U p LONDON, E.C.2 
Tel: R 5 B A M s Tel. : 
Monument 0794 City 1956 


DATING STAMPS, URGENT ORDERS AUTOMATIC NUMBERING AND 


ENDORSING INKS AND _ DATING MACHINES, COMPANY 
SELF-INKING PADS A Speciality SEALS, GENERAL ENGRAVERS 
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THE UNION DISCOUNT COMPANY 
OF LONDON, LIMITED, 


Telegrams : 39 CORNHILL, Telephones : 


“ Udisco, Stock, Mansion House 7941 


London.” LONDON, E.C.3. (10 lines) 
Capital Paid up and Reserve Fund 


£3,000,000 


DIRECTORS 
Arthur Louis Allen Robert Holland Martin, C.B. 


Laurence Currie Archibald A. Jamieson 
The Hon. Sir William H. Goschen, K.B.E. Robert Callander Wyse 


Manager 
ROBERT CALLANDER WYSE 
Sub-Managers 
C. ELLEN A. W. TRINDER 
4. F. E. FOUCAR 


Assistant Managers 
Tr. E. WHELEN H. V. BERRY 


Secretary : 
Cc. W. HOLLIDAY 


Treasury, Bank and First-Class Trade Bills Discounted. 


Money Received on Deposit for Fixed Periods or at Call. 
Enquiries Invited. 











R ; | 
Royal London | | 7. Cpowm 


Founded 1861. 


© 
ASSETS EXCEED £26,000,000 C ©) OCYNNN St 
Mutual Life Assurance 














Ordinary & Industrial Principal Contents 
i Fire. Accident, Motor & MAY NUMBER 
i : General Insurance :: THE FUTURE OF THE RADIO EXPORT TRADE 
Empire broadcasting means opportunities for the radio 
! F + hect wd t+ siceel manutacturer 
| r prospectuses and particulars appl THE FRENCH COLONIAL EMPIRE 
Head Office ; ROYAL LONDON HOUSE, Sir Robert Donald, G.B.E., LL.D., contrasts French 
FINSBURY SQUARE, LONDON, E.C.2 with British administrative methods in the Colonies 
City Office: QUEEN’S BUILDINGS, | WEST AFRICA AS A WHITE WOMAN SEES IT 
52 QUEEN VICTORIA STREET, E.C.4 An intimate study of domestic life on ‘‘ the Coast.” 
| BANKING IN THE COLONIES 
= [he world-wide range of modern banking practice, 
described by an expert 
Price 3s. net. NIGERIA: A YOUNG DEPENDENCY 
How British law and order were brought to this vast 
territory 





A FIRS BOOK THE WORK OF THE IMPERIAL INSTITUTE (11) | 
By Lieunt.-Gen. Sir William Furse, K.C.B., D.S.O. The 
Director of the Imperial Institute describes the Galleries 


OF E( ONOMI S at South Kensington 
SPONGE-GATHERING IN THE BAHAMAS 


An illustrated account of methods of artificial propa- 
gation of the sponge 


N OUR OWN CORRESPONDENTS’ REPORTS 
l / Mi Exclusive reports from British East, Central and West 


Africa, The West Indies, Ceylon, Malaya, etc. etc. 


Within its own defined scope it is an T ( : w ( ; 1 
lmirable piece of work, lucid, impartial, he ro n olonist 
mnomical of phrase.’’-—The Economist Monthly Illustrated One Shilling 


33, TOTHILL STREET, WESTMINSTER, 
MACMILLAN @ CO., LTD., LONDON, W.C.2. LONDON, S.W.1, ENGLAND 






















































Head Office: 71, 


Chairman: 


J. W. BEAUMONT PEASE 


LLOYDS BANK LIMITED 


LOMBARD STREET, LONDON, E.C.3 





Deputy-Chairman : 
Sir AUSTIN E. HARRIS, K.B.E. 


Every description of British 
and Foreign Banking 
business transacted 


Over 1,900 Offices in England and Wales, and others 


in India and Burma 
Agents and Correspondents throughout the World 





Chief General Managers: 
F. A. BEANE, G. F. ABELL 


Joint General Managers : 


W. G. JOHNS, D.S.O., R. 


Over 10% per annum 


Guaranteed for Life 


This is the safe and certain return which a man aged 
62 can obtain for life on capital invested with the 
CONFEDERATION LIFE ASSOCIATION, 
the old-established Annuity Office, which has funds 
exceeding £18,000.000 under the direct supervision 
of the Canadian Government. 


The return granted on capital invested at other ages 
by both male and female annuitants is equally liberal, as 
will be seen from the following examples of the life 
income which each £1,000 invested will secure. Any 
sum from £100 upwards will secure a proportionate 
income. 


Contracts may also be effected under which the 
Full Return of the Capital Invested is Guaranteed 





Annuity payable 
FEMALE Yearly. 
£83 15 1) Age 55 - £7417 
Age 60 - £95 4 9) Age £83 8 
Age 65 - £110 14 10) Age 6 £95 12 
Age 70 - £132 19 7| Age 70 - £113 15 


Annuity payable 


Mate Yearly. 
Age 55 - 









Specially favourable terms are granted those in 
impaired health. 


Write to-day for a personal quotation, 
giving exact date of birth: 


CONFEDERATION 


Association [. [FE of Canada 


(Incorporated in Canada in 
1871 as a Limited Company). 


BUSH HOUSE,ALDWYCH,LONDON,W.C.2 
FUNDS EXCEED £18,000,000 





A. WILSON, S. PARKES, S. P. CHERRINGTON 


PITMAN’S BOOKS 


FOR REFERENCE AND STUDY 


BANKING FOR 
ADVANCED STUDENTS 


By Percy G. H. Wooprurr, Cert.A.1.B. 


A comprehensive textbook, specially valuable 


| to candidates preparing for the Institute of 


Bankers’ Examinations in Banking Practice. 
The first part deals with Commercial Law, 
the second with Banking Procedure. “ Ex- 


j ceptionally useful to advanced students.""— 


Bankers’ Magazine. 
248 pp. 7s. 6d. net. 


SECURITIES CLERK 
IN A BRANCH BANK 


By F. J. Lewcock, Cert.A.I.B., A.C.1L.S. 


Clearly sets out the points which a securities 
clerk should have in mind while carrying out 
his duties. To those engaged in securities 
work this book will prove a useful and 
reliable work of reference.”"—Journal of the 
Institute of Bankers. 


228 pp. 7s. 6d. net. 
q Send for a copy of the new catalogue 


of books on Banking, post free on 
application to the publishers. 


Order from a bookseller or 


| SIR ISAAC PITMAN & SONS, Ltd. 


PARKER STREET, KINGSWAY, W.C.2 
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BANK GOSPODARSTWA KRAJOWEGO 


(NATIONAL ECONOMIC BANK). 


JEROZOLIMSKA 1, WARSAW. 


Telegraphic Address = _ KRAJOBANK, WARSAW. 
Paid-up Capital: Zl. 150,000,000 





Reserve Fund: Zl. 58,192,236 
Total of Balance Sheet, as on December 31, 1930 
Zl. 2,198, 149,498. 


19 Branches in Poland. Correspondents all over the world. 
HANDLING OF BANKING TRANSACTIONS OF EVERY DESCRIPTION 
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Commonwealth 3% Kank of Australia 


E C. RIDDLE, Governor. H. T. ARMITAGE, Deputy Governor. 
GUARANTEED BY THE AUSTRALIAN COMMONWEALTH GOVERNMENT. 
Head Office - - - SYDNEY 
BRANCHES AND AGENCIES THROUGHOUT AUSTRALIA 
BILLS negotiated and collected. CURRENT ACCOUNTS opened. DRAFTS and LETTERS 
OF CREDIT issued. DEPOSITS accepted for fixed periods. REMITTANCES cabled or 
mailed and BANKING BUSINESS of every description transacted with Australia. 
Bankers to—THE GOVERNMENT OF THE COMMONWEALTH OF AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF QUEENSLAND. 
THE GOVERNMENT OF THE STATE OF SOUTH AUSTRALIA. 
THE GOVERNMENT OF THE STATE OF TASMANIA. 
COMMONWEALTH SAVINGS BANK OF AUSTRALIA. 
Agencies are open at 4,400 Post Offices in the Commonwealth, &c. 
As at 31st Dec ember, 1931. 





General Bank Balances .. wa ip wa ae are £62 ,577,595 
Savings Bank Balances .. or ee ne i ae 117,675,937 
Note Issue Department .. i. oe - we oe 54,562,350 
Rural Credits Department cia a ar oe. oe 1,871,155 
Other Items.. ea a re a ‘a ny ae 11,169,144 


£248,156,190 
a 


LONDON OFFICE: 8 OLD JEWRY, E.C.2. Fa 
Also at AUSTRALIA HOUSE, STRAND, W.C. 
J. S. SCOTT, London Manager. 
THE BANK OF AUSTRALASIA. 
Incorporaled by Royal Charter, 1835. 
Paid-up Capital - : : - £4,500,000 
Reserve Fund - ° : . £2,475,000 
Currency Reserve’ - ° : £2,000,000 
Reserve Liability of Prageistare under the Charter £4,500,000 j 
£13,475,000 
COURT OF DIRECTORS : 
RIGHT HON, LORD ALDENITAM F. V. CGC. LIVINGSTONE-I.EARMONTH, Es@Q., 
Cc. E. BARNETT, Eso. | D.S.0,. 
|. F. G. GILLIAT, Eso. RIGHT HON. Tue EARL OF MIDLETON, K.P. 
KENNETH GOSCHEN, Eso. HAROLD NELSON, Eso. 
C. G. HAMILTON, Eso. JOHN SANDERSON: Eso 
r. R. JOHNSON, Esq. ARTHUR WHITWORTH, Eso. 
HEAD OFFICE: 4 Threadneedle Street, London, E.C.2. 
WEST END BRANCH: 17 Northumberland Avenue, London, W.C.2. 


Numerous Branches throughout the States of VICTORIA, NEW SOUTH 
WALES, QUEENSLAND, SOUTH AUSTRALIA, WESTERN AUSTRALIA, 
TASMANIA, and the DOMINION of NEW ZEALAND. 


rhe Bank offers acilities for the transaction of every description of Banking business in 
Australia and New Zealand. Negotiates or collects Bills. Issues Telegraphic Transfers, Letters 
of Credit and Drafts, also Circular Notes and Circular Credits available in all parts of the world. 
Deposits received at interest for fixed periods on terms which may be ascertained on application. 
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A Banker’s Diary 


Mid-March—Mid-April 


ExcEPT for a few days at the end of the quarter, money 
has remained very easy, and although up to April 14 no 
further reduction in the Bank rate below 
Mia Money 31 per cent. had been matte, market 
Market oF 
discount rates were barely 2 per cent. for 
hot " Treasury bills and 2; per cent. for prime bank 
wp The clearing banks continued to charge a minimum 
of 23 per cent., but the market had no difficulty in satis- 
fying its needs outside at rates which at times ran down 
to 1} and even one per cent. Foreign, especially Ameri- 
can, money continued to be offered in the market in large 
quantities and also went to swell the weekly applications 
for Treasury bills. Hence, although with the opening of 
the new financial year Treasury bill issues are beginning 
to exceed maturities, the Government had no diffic ulty in 
placing its bills. In fact the pressure of funds completely 
defeated the efforts made in early April to raise the 
tender rate, and these were quickly abandoned. On 
April 21, after a somewhat inexplicable delay, Bank 
rate was reduced to 3 per cent. The reduction had 
already been anticipated by the market, with the result 
that initially discount rates moved very little. ‘‘Hot”’ 
Treasury bills we re quoted at 1/2 per cent. and prime 
bank bills at 2); per cent. 


‘é 


THE sudden stringency on March 30 and 31 is easily 

explained. It will be recalled that at the end of last year 

the market was careful to ry for bills to 

be paid for on January I and 2, the object 

The End of being to ease the pressure for funds on 
the Quarter De i le ie press Vee : 

ecember 31. ence in the week including 

March 31, the bulk of the bills in the hands 

of the market matured on April 1 and 2, but to avoid the 

unpopular July maturity, applications for that week were 

mainly confined to bills to be paid for on or before 

March 31. The result was that the new bills were paid 
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for before the old bills matured, and this put the Govern- 
ment in funds for a day or two at the market’s expense. 
As a result Public Deposits at the Bank expanded to 
£27:2 millions, money rates rose to 3} and even 4 per 
cent., and to keep the market out of the Bank some 
special buying of bills had to take place. 


QUIETER conditions prevailed in the foreign exchange 
market during early April, and sterling remained steady 
at just under $3-80 against New York and 
at Frs. 95-96 against Paris. Towards the 
middle of the month there was some 
tendency for the premium upon forward 
sterling to decrease, and forward pounds 
actually went to a small discount against Paris. For 
the moment sterling was apparently finding its own level, 
so that official intervention had become unnecessary 
though the continued presence of foreign funds in the 
London money market suggested that further pressure 
might arise. The dollar exchanges have remained weak, 
and in the middle of March several leading rates on New 
York stood at the export gold point, among them being 
Paris at 3-948 cts., Amsterdam at 40-5 cts., and Switzer- 
land at 19°45 cts. Few gold shipments, however, have 
taken place from New York. The Reserve system’s gold 
stocks remain practically intact and open market discount 
rates have been reduced several times until by April 21 they 
were down to 1}-} per cent. for go-day bills. Scandinavian 
exchanges on London have naturally weakened as a result 
of the Kreuger revelations. By April 21, Stockholm and 
Oslo had both been quoted at Kr. 20°80, though subse- 
quently a rally occurred. The Copenhagen rate was 
less affected, and stood at Kr. 18-30. South American 
and Central European rates remain nominal. There is 
still no forward quotation upon Berlin. 


The Foreign 
Exchanges 


THE heavy acquisitions of Devisen during the past two 

months are having a noticeable effect upon the Bank 

return. At the end of January, the Bank’s 

The Bank’s earning assets were, apart from discounts 

Assets and advances, divided between Government 

debt and securities, {301-5 millions; and 

other securities, {52-2 millions. By April 13 Government 
I 
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securities had been reduced to {289-7 millions, and other 
securities had risen to {71-7 millions, this last increase 
almost certainly representing acquisitions of Devisen. 
The Issue Department has been particularly affected by 
this change. On January 27 it held {15-0 millions of 
other securities as cover against its notes, and this on the 
whole is a normal figure. By April 13 it was holding no 
less than £36-9 millions of other securities, or an increase 
of {21-9 millions. One consequence of the efforts made 
to check the appreciation of the pound is that a propor- 
tion of our note issue is now backed by Devisen, that is 
by foreign bills and balances of one kind and another. 
There is nothing inherently unsound in this development, 
as the Devisen in question is in the last resort exchange- 
able for gold, but it does illustrate one of the consequences 
of official intervention in the foreign exchange market. 
The establishment of the new Exchange Equalization 
Account should help to bring about any necessary 
regularization of the position. 


THE March returns of the ten clearing banks bear definite 
evidence of the return of funds to London from abroad. 
Notwithstanding the progress of revenue 

March collection which normally depletes bank 
Clearing resources, at this season of the year, 
deposits have risen from {1,658-6 to 
£1,676:4 millions, which makes it clear 
that short money is returning to London. Cash has 
expanded from {172-8 to £174-0 millions, and call money 
from {109-°8 to {112-5 millions. Investments are frac- 
tionally higher at {281-9 millions against £279-6 millions 
in February, but Advances are unchanged at {902 millions 
in both months. The fact that the peak figure occurred 
in January suggests very strongly that any new demand 
for advances that has arisen this year has come mainly 
from those who needed assistance in order to pay their 
income tax. Discounts have expanded from {207-5 to 
{216-8 millions, and in view of the growing shortage of 
bills, it is not surprising that rates have recently run very 
low. At the same time the banks’ present holdings of 
bills are not disproportionately high when compared with 
the holdings of previous years. 


Averages 
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THE March trade returns, like those of the preceding 
month, were affected by the forestalling that took place in 
anticipation of the general tariff that came 
,. into force on March 1. As was to be 
Seaeets expected, February imports at {70-1 
Trade _ millions were abnormally large and March 
imports at {61-1 millions unduly small, 
while imports of manufactured goods fell from {20-1 to 
£13-0 millions. In these circumstances the returns for 
the first complete quarter of the year are a more reliable 
guide to the general trade. Comparing 1932 with 1931, 
imports fell from {209-8 to {193-4 millions. Those of 
manufactured goods alone fell from {62-3 to £46°5 
millions, the decline being particularly severe in the case 
of textile materials and apparel which are subject to the 
50 per cent. duty under the Abnormal Importations Act. 
Raw material imports showed some slight improvement 
at {48-8, against {46-2 millions. Exports of British goods 
fell from {103-3 to {92-3 millions, again comparing the 
first quarter of 1932 with that of 1931. There was a 
heavy decline of £3-8 millions in the vehicles category, 
including locomotives, aircraft and ships, and an improve- 
ment of {1-4 million in exports of cotton yarns and 
manufactures. Taking the trade returns as a whole, they 
are as satisfactory as might be expected. 


THE judgment of the Court of Appeal in the case of 
Savory & Co. v. Lloyds Bank, dealt with in full by our 
Legal Correspondent upon a later page, 
An raises several points of interest. Prominent 
— among them is the relation between banking 
Decision Practice and the legal duty of bankers, and 
here there is evidence of the gradual growth 
of a vicious circle. What happens is that a specific case 
is decided in the Courts against a banker, and forthwith 
the banks very naturally issue to their staffs a new set of 
instructions designed to prevent the recurrence of the 
particular act in respect of which the banker was found 
negligent. Then comes another case, and the Court 
promptly seizes upon the new set of instructions as 
evidence of sound banking practice, and in framing its 
judgment proceeds to tighten up its views as to the duties 
of bankers accordingly. The banks in turn make this 
12 
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new adverse judgment the occasion for the issue of a 
new and still more drastic set of instructions, and so on. 
The whole subject is obviously one of great difficulty and 
complexity, so much so that we hope to return to it at 
length in a later issue. In the meantime we would point 
out that there is some danger lest this cumulative process 
of tightening up regulations may end in an zmpasse, which 
will not only render it impossible for bankers to conduct 
their proper business, but as part of the judgment of the 
Court of Appeal suggests, may impair their relations with 
their customers and the general public. 


AT the Australian Premiers’ Conference held in the middle 
of April the question was raised of the most suitable level 
of the Australian exchange. Commercial and 
Australian economic opinion on the whole united in 
—e support of a high rate of exchange, £135 
Debts Australian to {100 sterling being a rate 
freely mentioned, but certain State Trea- 

surers and Premiers, as well as some leading bankers were 
more inclined to favour a lower rate, or at any rate the 
establishment of a “free market,’ largely because an 
advance in the rate would in their opinion add to the 
burden of Australia’s external debt. On the general 
question of a free exchange it is difficult not to sympathize, 
for there are many objections to the attempt to maintain 
a pegged rate. On the relation, however, between the 
rate of exchange and the burden of Australia’s debt we 
feel that the State Treasurers may have misinterpreted 
the real position. The real burden of a country’s external 
debt depends entirely upon the purchasing power of the 
foreign currency in which its service is payable, for that 
and that alone determines the quantities of the latter 
country’s production and exports that are required to 
meet the debt. Thence, provided that the exchange rate 
between debtor and creditor corresponds sufficiently 
closely with the internal purchasing powers of their 
respective currencies, it is immaterial at what level the 
exchange rate is required to stand. In this case, if 
Australia chooses to raise her exchange rate and simul- 
taneously to witness her internal prices rise to the same 
degree, the real burden of her external debt will remain 
unchanged ; for it can only be affected by a change in the 
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internal purchasing power of sterling—a matter which is 
entirely beyond her control. On the other hand such a 
fall in the external and internal purchasing power of her 
currency might conceivably confer upon her two advan- 
tages. It might stimulate her export trade and so render 
it easier to cover the transfer of her external debt commit- 
ments : and it would lighten the real burden of her internal 
debt and—to the extent that wages, salaries and other 
administrative costs do not conform to such a fall in the 
purchasing power of her currency—the burden of the 
Commonwealth and State budgets as a whole. 


A Controlled Monetary Policy 


FTER the feverish movements in March, early 
Aaoni witnessed a relative stability of sterling at 
a new level of $3-80, as compared with under $3-50 
little more than two months before. Money, however, 
has, except at the turn of the quarter, remained both 
plentiful and easy, and the March expansion in clearing 
bank deposits bears ample witness to the return of funds 
to London. While this breathing space was more 
apparent than real, and while the choice between letting 
the pound rise still further and taking definite steps 
towards stablization has beneath the surface become 
more insistent, the calm of early April did provide an 
opportunity to discuss the position—an opportunity 
that was readily seized upon by several authorities. 
Foremost amongst these was Mr. Keynes, who, 
through the mediurn of the April issue of ‘‘ Lloyds Bank 
Review,” published a long article embodying his reflec- 
tions upon sterling. Space precludes more than the barest 
summary of a most interesting and exhaustive analysis 
of the situation, but in his segregation of movements of 
funds arising out of transactions upon current income 
account from those arising out of payments upon capital 
account, he has undoubtedly clarified the situation in 
the eyes of the layman. On the other hand, he has 
thought fit to give a brief synopsis of our monetary 
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history, beginning with the restoration of the gold 
standard in 1925, and while his synopsis is in the main 
correct, his account of the part played by the Bank of 
England is not only too sweeping but is definitely 
misleading. Indeed, it is a great pity that he has given 
way to the popular belief that it was the Bank alone that 
was responsible for the whole conduct of our monetary 
policy since 1924. In the narrow technical sense, of course, 
that is true, for it is the Bank which by itself decides 
such matters as changes in Bank rate and its open market 
policy. Furthermore, it is common knowledge that the 
Bank and Treasury work in close liaison, whenever the 
administration of the national finances impinges upon 
monetary policy. 

In the broader sense, however, responsibility for the 
return to the gold standard, for the way in which it was 
operated, and for its ultimate breakdown, must rest in 
part with the Government of the day and in part with 
Parliament and, indeed, public opinion. It was the 
Government and not the Bank, which decided to restore 
the gold standard in 1925. During the first few months, 
the Bank did all it could to ensure the success of the 
restoration, even to the extent of discouraging the 
flotation of foreign loans, but again, it was the 
Government, who through the mouth of Mr. Churchill, 
announced at the end of 1925, that the unofficial 
‘“‘embargo”’ upon foreign loans was no longer necessary. 
It was the Government’s duty, too, to educate the 
electorate as to the implications of the restoration of the 
gold standard. They should have lost no opportunity 
of insisting, both by word and deed, that our return 
to gold at a time of falling world prices in itself an 
inevitable consequence of the general return to gold, 
required the most rigid exercise of public and private 
economy and the most rigorous adjustment of internal 
prices, wages and costs to such a level as would permit 
us to keep our share of world markets. 

There is little doubt that the defeat of the General 
Strike, in May, 1926, gave the Government a unique 
opportunity of convincing the country of the necessity 
of these readjustments and of carrying them into 
practice. This opportunity was missed and matters were 
allowed by successive Governments to drift right up to 
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the critical month of August, 1931. During all these 
difficult years the Bank had to do the best it could in 
face of a position which gradually became impossible. 
Through no fault of the Bank, the country was continually 
living beyond its means, and as long as it continued to 
do so the Bank was set an impossible task. So far from 
blaming the Bank for its failure, it should receive high 
praise for keeping our currency afloat for so long as it 
did. Mr. Keynes recognizes this by implication when 
he says that had the Bank kept its rate at an unattractive 
level, the gold standard would have collapsed much 
earlier than it actually did. It is advisable to explain 
this cardinal admission in the clearest possible language. 
Whether or not it is true that the volume of foreign 
short money in London reached its peak in 1931—and 
here, in the absence of adequate evidence there is a 
marked difference of expert opinion—there is no doubt 
that during the vital period of 1925—31, there was a 
net substantial influx of foreign short money into London. 
Now, had the country been paying its way in other 
respects, this influx of foreign short money must, as a 
matter of arithmetic, have been reflected in an equivalent 
influx of gold. Such a gold influx did not take place, 
and so it is impossible to escape the conclusion that 
during those years we were not paying our way. It is 
equally impossible to escape from the accusation that 
our failure to pay our way arose from our refusal to 
adjust our internal costs and our export prices to the 
steadily declining world level. 

In short, the Bank made the best of what turned out 
to be an impossible job. On the one hand it used all the 
technical resources at its command to buttress up the 
pound and, in Mr. Keynes’ own words, to “ tide over the 
situation.’’ On the other hand, it strained every nerve 
to promote the reconstruction of the world’s finances 
and the revival of the world’s economic life, so as to arrest 
the dry-rot and the fall in prices that was permeating 
the whole world. So far as England was concerned, 
the Bank was engaged in a race against time, a race to 
set the world upon its feet before the pound itself was 
involved in the ruin. History relates that for the moment 
the race has been lost, but the loss was the fault of 
Governments at home and abroad, and the Bank of 
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England’s leadership in the international efforts to 
restore Europe after the collapse of the years 1918-24 
forms one of the brightest pages in our history, and any 
attempt to accuse the Bank of lack of vision or to con- 
demn it because so far those efforts have failed, is utterly 
to misconstrue the part played by the Bank of England. 
It is not the banker but the politician who must stand 
at the bar of public opinion to-day, and be asked to show 
cause why sentence should not be passed upon him. 

Mr. Keynes also added a postscript to his article, 
embodying what he described as questions needing 
immediate decision. In this he raised such issues as 
whether or not the Bank should acquire gold as well as 
devisen, whether the Bank should intervene in the 
forward exchange market, whether London short-term 
rates should be at once reduced to a very low level, and 
whether the Bank’s acquisitions of Devisen should be 
allowed to exercise the same expansive effect upon the 
volume of credit as is produced by any other addition 
to the Bank’s assets. 

The more technical of these matters are dealt with 
in an article by Dr. Paul Einzig upon a later page, while 
we will revert to the more general questions in a later 
paragraph. Meanwhile, the main suggestion made by 
Mr. Keynes was by implication in favour of the announce- 
ment and maintenance by the Bank of a pegged upper 
limit to the exchange, designed to be reduced each week 
until what Mr. Keynes describes as the optimum rate of 
$3:40 to $3°50 is reached. For the moment we will 
content ourselves by saying that, whatever its intrinsic 
merits, the announcement of a pegged rate would be a 
very dangerous method of procedure. 

Simultaneously, Mr. O. T. Falk and two of his 
associates—including Mr. Thomas Balogh, who contri- 
buted an article on Central European Banking to last 
month’s BANKER—have published their considered views. 
Here, again, they give what is, on the whole, a reasonably 
correct diagnosis of our troubles, and they emphasize 
a vital fact which has been largely overlooked, namely, 
that so far the depreciation of the pound has served 
mainly to depress gold prices still further and not to 
raise sterling prices. They criticize strongly what they 
describe as the present British economic policy of 
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resisting a rise in internal prices, curtailing public 
development expenditure, and restricting imports, and, 
at the best, accept them as purely temporary measures. 
The conclusion that their memorandum leads up to is 
that it is only by a raising of internal prices that we can 
“reach a solution satisfying both national and inter- 
national requirements, and on that objective we should 
concentrate our efforts.” From this standpoint they 
condemn the attitude of mind that leads to repeated 
self-congratulations in the House of Commons and 
elsewhere that the suspension of the gold standard has 
not brought about a rise in internal prices. It is only 
when the authors attempt to suggest means of bringing 
about such a rise that the report becomes inconclusive. 
It talks vaguely about low money rates and open-market 
operations by the Bank aimed at broadening the basis 
of credit. It overlooks the fact that the vital need 
to-day is not so much to create fresh credit as to create a 
condition of affairs which would stimulate a fresh demand 
for credit. Every banker knows that to-day one of 
his main troubles is to find safe and reasonably remunera- 
tive outlets for his funds, and in one sense, the present 
low level of money rates is a testimony to that difficulty. 
So, too, is the stagnation in the long-term capital market, 
coupled with the avidity with which the few sound issues 
of recent weeks have been over-subscribed. 

There are two broad objectives, therefore, that we 
can set before us, and we doubt if Mr. Keynes or Mr. Falk 
or anyone else would dissent from us. First comes the 
restoration of the 1928-29 price-level. If the rest of the 
world likes to come into line with us, so much the better, 
but if not we will have to establish the necessary 
differential by means of a revaluation of the pound, 
possibly at Mr. Keynes’ figure of $3-40. Next comes the 
restoration of public confidence that British trade and 
industry will be made remunerative, for that is an 
essential preliminary to the revival of the demand for 
credit and of the long-term capital market. In some 
respects the two objectives lie in the same direction, 
but in other respects the roads diverge. Thus we would 
remind Mr. Falk that were the Government to initiate 
a large-scale programme of public expenditure upon 
development works, it would complete the destruction 
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of confidence in our trade and industry, for too many 
people would believe that it would be the prelude to 
heavier taxation and a waste of public moneys. 
Economy and the reduction of taxation are still a para- 
mount necessity, if confidence is to be restored. 

As regards the control of the exchange, the recent 
budget contained an important proposal, namely, the 
institution of a fund to be in the hands of the Treasury 
and designated the Exchange Equalization Account. 
To build up this fund the Government is receiving 
borrowing powers up to a limit of £150,000,000, and the 
fund will consist of gold, sterling securities or Devisen as 
seems best at the moment. The fund will be operated in 
close co-operation with the Bank of England, and, 
indeed, one of its functions will be to assist the Issue 
Department of the Bank by off-setting temporary fluc- 
tuations in the sterling value of its assets. 

On the whole, the proposal is a wise one. The exist- 
ence of a huge mass both of sterling and Devisen in official 
hands will prove an undoubted deterrent to speculators, 
whether for the rise or the fall, and so should be a great 
influence for stability. It is not impossible that its value 
will become most apparent when the time comes to 
revalue and permanently stabilize the pound, just as the 
existence of such a fund would have rendered it much 
easier and cheaper for us to defend the pound last year. 

There are one or two points about the scheme which 
need further consideration. For example, the composi- 
tion of the fund is not to be made public, and it is easy 
to see many strong reasons in favour of secrecy. On the 
other hand, it may hamper foreign central banks in 
their operations if they do not know the extent and 
character of the Devisen held officially in Great Britain. 
For this reason we can see no intrinsic objections against 
foreign central banks and the Bank for International 
Settlements being given this information at regular 
intervals confidentially and as a matter of courtesy. 

We come now to further practical steps which merit 
consideration to-day, and in this connection we put for- 
ward the following suggestions :—(1) Bank rate should be 
reduced to at least 2} per cent., and it should become 
generally known that it was hoped that it would not be 
necessary to raise it above that level for quite a long time. 
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(2) London bankers should not welcome the further influx 
of foreign short money, and, in particular, should not 
quote competitive rates. (3) Official intervention in the 
foreign exchange market should take cognizance of the 
premium at which forward sterling may stand, even 
though the main object of intervention must continue to 
be the restraint of the speculator in spot exchange. (4) It 
should become known that if and when de jure stabiliza- 
tion of sterling became practicable, the rate envisaged 
would be such as to conform to the re-establishment in 
England of the 1928-29 price level. Unless a rise in gold 
prices occurred, this would mean a new parity of $3: 40, or 
even lower. In the meantime, foreign buyers of sterling, 
whatever the motives behind their purchases, would be 
well advised to bear this figure in mind. (5) There should 
be no objection to any acquisition of Devisen by the Bank 
being allowed to become the basis of a moderate expansion 
of credit. The Bank could be trusted to keep any such 
expansion within reasonable limits of safety. (6) Plans 
for a National Debt conversion scheme should be pressed 
forward, and the present opportunities for a successful 
operation not be allowed to slip. (7) While the 
balance between national revenue and _ expenditure 
should be kept rigidly under control, the reduction of 
existing rates of direct taxation—especially the oppressive 
standard rate of income tax—should be initiated, even 
at the risk of a small and controlled deficit. (8) Simul- 
taneously, it should become known that a limited increase 
in the floating debt would not be regarded as evidence 
of financial weakness. Any fresh Treasury bills so issued 
should not be offered to the market where they might 
serve as a fresh magnet for foreign funds and where 
they would raise discount rates, but should be taken up 
internally, where, in case of need, they could be used 
as a basis for an expansion of credit. (9g) Public opinion 
should be brought to realize that a rise in the wholesale 
price of primary food-stuffs and materials was eminently 
desirable. The Government should make it clear that 
no steps would be taken to penalize or to arrest such a 
rise. They should further make it clear that this rise 
would not be allowed to justify an equivalent increase 
either in the retail prices of finished goods or in wages, 
and that, in these fields, the Government would hold 
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themselves free to take any action that appeared 
advisable. 

It may be objected that these suggestions, taken in 
conjunction, involve a moderate measure of inflation. 
If so, we plead guilty to the charge. The real danger 
lies not in controlled but in uncontrolled inflation, while 
experience has shown that excessive deflation can do 
just as much harm as excessive inflation. The truth 
is that to-day we have a chance to guide our monetary 
system and the value of our currency whither we will, 
and to keep it under strict control during the whole of 
our guidance. Let that chance be taken. 





The Budget 


S was only to be expected after the widespread 
A interest it had aroused in advance, the Budget 
contained (apart from the proposal for an Exchange 
Equalization Fund referred to on a previous page) 
practically nothing new, and in several respects came as 
a keen disappointment. Except in one or two very 
minor respects, the direct taxpayer received no relief, 
while even the expected reduction in the beer duty, 
justified as it was by the failure of the yield of the duty 
to respond to the last increase in the rate, did not 
materialize. The fact was that the Chancellor had no 
margin out of which to make concessions, and this is 
shown by the following brief summary of the bill he had 
to meet, and the resources at his disposal :— 


Expenditure. 
1931-32 | 1932-33 : 
actual. | estimated. Difference. 
National Debt Service— £ mill. £ mill. £ mill. 
Interest si an oi 289°5 276-0 | —13°5 
Sinking Fund ies oe 32°5 32°5 — 
Other Consolidated Fund Services 9°4 I0°3 | + 0-9 
Supply Services ... mas aan 439°2 447°2 + 8-0 


Total... ron oni 770°6 766-0 | — 4:6 
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Revenue, on existing basis of taxation. 


1931-32 | 1932-33 |p; 
actual. | estimated. Difference. 


£ mill. £ mill. £ mill. 

Income Tax ‘ie — on 287°4 260°0 | — 27°4 
ei a sin iia ae 76°7 66-0 | — 10°7 
Estate Duties ove sis oii 65-0 76-0 | + II-‘o 
Stamps... aie sins aoe I7°I 23°70 | + 5:9 
Customs ... ae or dois 136-1 173°3 + 37°2 
Excise sins eine on nae I19‘9 12472 | + 4:3 
Other Tax Revenue oa ve 8-3 770 | — 13 
Non-Tax Revenue ee ise 60°5 34°8 | — 25°7 
Total lass wie a 771°0 764°3 | — 6°7 


It will be seen that the 1932-33 estimates left him 
with a deficit of {1-7 millions, and inasmuch as his 
calculations of the revenue to be derived from Estate 
Duties, Stamps and even Income Tax are distinctly 
optimistic, it is clear that he had no margin in hand. 
In fact he can fairly claim that the Budget has been 
saved by the new Customs revenue of £37-2 millions, 
arising almost entirely out of the new import duties. In 
any case, pending any savings arising out of a successful 
conversion operation or the exercise of further economy, 
it is clear that he had no margin out of which to make 
tax concessions, however imperative the need for such 
concessions might be. Instead he felt it necessary to 
re-impose the tea duty (with a 50 per cent. preference on 
Empire tea) in order to complete the balance of the 
Budget. 

In opening the Budget Mr. Chamberlain was careful 
to show that it contained no provision either for the 
resumption of war debt payments to the United States or 
of the collection of reparations and war debt payments 
due to us. He explained that his decision arose from an 
eminently wise desire not to pre-judge issues that might 
arise at Lausanne and elsewhere, and made it clear that 
it contained no warrant for any assumption that there had 
been a change in the policy of the British Government. 
The City will undoubtedly concur with these very 
temperate expressions of opinion. 
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As regards the merits of the Budget, it is very difficult 
to express an opinion at the present moment, as it con- 
tains so many elements of conjecture. The reparations 
and war debts problem is one, and the likely yield of the 
new import duties another. The possibilities of a 
successful debt conversion scheme provide yet another, 
while the future course of trade and the resilience of 
existing taxes are an important and somewhat dubious 
fourth element. Finally comes the scope for further 
economies in national expenditure, and here the City, 
through Sir Robert Horne and Mr. W. W. Paine, has 
already spoken with no uncertain voice. The Budget 
may be necessary. In so far as it is the first Budget for 
many years to make genuine provision for debt redemp- 
tion, it commands the confidence of bankers and the City. 
In its failure to alleviate the intolerable burden of direct 
taxation, it cannot but arouse grave misgivings. 

Coming events may well combine to make it advisable 
for a second Budget to be introduced in the autumn The 
Government would be wise to keep that possibility in 
view, and to the extent that they themselves can shape 
events, to shape them in the direction of liberating a 
margin of revenue over expenditure which will permit of 
some reduction in income tax. The immediate exercise 
of still more drastic economies and the acceleration of 
plans for a conversion operation are the obvious moves in 
this direction. The City looks to the Government to 
make them, and would also welcome an early intimation 
that, if circumstances permit, the Government will not 
necessarily wait until next year before reducing the 
burden of direct taxation. 


Official Manipulation of 
Exchanges 
By Paul Einzig 
FFICIAL intervention in the foreign exchange 
market is essentially a product of war and post-war 
conditions. Before 1914 the support of exchanges 
by the authorities by means of direct operations in the 


foreign exchange market was almost unknown. It was, 
indeed, contrary to the spirit of laissez-faire that was 
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inherited from the nineteenth century and reigned 
supreme until the outbreak of the war. According to 
the classical theory, an adverse trend of the exchanges 
carries its own corrective, and it was regarded as unwise 
to interfere with the free play of normal tendencies other- 
wise than through the use of the normal devices of dis- 
count rate policy. Undoubtedly the application of this 
doctrine was, on the whole, satisfactory amidst the 
comparatively stable conditions prevailing before the 
war. After 1914, however, powerful abnormal factors 
assumed predominant importance in the foreign exchange 
market, against which it would have been idle to expect 
the normal correctives to work satisfactorily. Through- 
out the war, and on frequent occasions after the war, the 
authorities of most countries have felt compelled from 
time to time to take an active hand in the foreign 
exchange market. 

As amidst the present unsettled conditions a policy of 
official intervention is likely to be followed for some time 
to come in a number of countries, an examination of the 
rules which should govern these activities is of rather 
more than academic interest. The experience acquired 
during the war is of comparatively little practical use, as 
circumstances prevailing then were special, and are not 
likely to repeat themselves in time of peace. On the 
other hand, recent experience has taught us some valuable 
lessons which the authorities may turn to their advantage 
in future. 

Official intervention in the foreign exchange market 
may be either passive or active. Passive intervention is 
the method of pegging the exchange at a given rate at 
which the bank or banks in charge of the operations are 
prepared to buy or sell any amount of foreign currencies. 
According to this method, the authorities do not go 
out of their way to operate in the market. They do 
not take the initiative for buying or selling foreign 
currencies, but are prepared to buy or sell them at a given 
rate if anyone offers them or wants them, and if no one 
else is prepared to operate at a more favourable rate. 
To use the colloquial expression popular in the foreign 
exchange market, the currency or currencies in question 
are “on tap.” 

Active intervention, on the other hand, means, as the 
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term implies, that the authorities or their agents take the 
initiative in operating in the market. They do not wait 
to be approached, but bid for or offer for sale the foreign 
currencies, thereby influencing their rates. Passive inter- 
vention means that the authorities are on the defensive, 
and their aim is to retain their position. Active inter- 
vention means that they take the offensive with the object 
of gaining ground. In the case of the former the exchange 
remains stable, while in the case of the latter it moves in 
favour of the currency supported by the authorities— 
assuming, of course, in both cases that the operations are 
successful. This does not mean, however, that passive 
intervention always aims at maintaining the exchange at 
the same rate, or that active intervention always aims 
at changing it. The authorities in charge of the support 
may consider it expedient to change the rate at which 
the exchange is pegged, in other words to “‘ move the 
peg.” Without taking the initiative in operations they 
simply change the rate at which they are prepared to 
buy or sell. This is sometimes necessary for tactical 
considerations. If an exchange is pegged at a certain 
rate for too long a period it may create an impression 
that the authorities mean to keep it there permanently. 
Although sometimes it is convenient for the authorities 
to lead the market into this belief, on other occasions it 
may be against their interest. It may also give them 
satisfaction to punish speculators who under-estimate the 
strength of the support. This end can, however, be 
attained much more effectively by active intervention 
designed to “squeeze” the speculators. Such active 
intervention for that purpose may take place even if the 
authorities do not aim at bringing about a lasting appre- 
ciation of their exchange. The existence of a big bull 
or bear position renders the market vulnerable, and the 
minimum intervention may attain results which are 
entirely out of proportion to the amount spent on the 
action of support. If the aim of the authorities is to avoid 
an appreciation of their exchange, then they allow the 
exchange rates to return to their previous level once the 
“squeezing ’’ is successfully accomplished. The net 
result of the operation is the intimidation of speculators, 
and at the same time the authorities earn a handsome 
profit at their expense. 
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The success of official intervention aiming at pre- 
venting a depreciation depends in the first place upon the 
resources at the disposal of the authorities, but the skill 
with which the operations are handled may also influence 
the result to no slight extent. If the resources of the 
authorities in gold and foreign exchanges are in excess 
of the figure of potential genuine demand, then their task 
is comparatively simple. In that case they may regard 
the development of bear speculation with equanimity, as 
sooner or later the short positions will have to be covered. 
If, however, the gold and foreign exchange supplies of the 
authorities are inferior to potential genuine demand, then 
the deficiency has to be made good by skilful operation. 
In the first place the enemy should not be allowed to 
realize the weakness of the position of the defence. In 
this respect the British authorities committed a grave 
error in August 1931 by concluding an inadequate external 
credit for the support of sterling. According to the 
figures published in the Macmillan Report, London’s 
short-term liabilities were over £400,000,000, while her 
short-term assets amounted to just over £150,000,000, 
part of which were known to be frozen. The uncovered 
amount of short-term liabilities could thus be estimated 
at over £300,000,000 to which should be added a very 
large unknown amount representing foreign holdings of 
War Loan and other sterling securities, marketable at a 
moment’s notice. Thus the amount of potential genuine 
demand for foreign exchanges in July 1931 could be 
estimated as at least {500,000,000 to 600,000,000. 
Foreign holders of sterling balances were obviously 
anxious to liquidate their holdings. The authorities 
thought to restore confidence by announcing the con- 
clusion of a dollar and franc credit of £50,000,000. 
Although the gold reserve of the Bank of England 
amounted to £130,000,000 at the time, it was obvious 
that the authorities were not prepared to allow it to 
decline further, and that, therefore, no part of this amount 
was available for the support of sterling. The conclusion 
of the credit failed to reassure foreign holders of sterling, 
as they were only too well aware of the limitations of the 
resources at the disposal of the authorities. 

The weakness of the defence was made even more 
obvious by the way these inadequate resources were 
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handled. The authorities made a mistake in putting two 
medium-sized banks in charge of the defence of sterling ; 
one of them operated the dollar exchange, and the other 
the French franc. The market soon became aware that 
the volume of the operations of these banks was a multiple 
of their normal turnover, and rightly concluded that they 
were acting on behalf of the authorities. As a result, it 
was possible for anybody in the foreign exchange market 
to form an idea as to the extent to which the resources of 
the authorities were being used up. Had the authorities 
put a number of big banks in charge of the support, their 
operations would have been less conspicuous. 

As it was, however, the extent of the transaction carried 
out by the two banks in question enabled the market to 
form an idea of the rapidity with which the resources 
were being consumed. Through the foreign bank 
branches operating in the London market, Paris, New 
York and other overseas centres were also fully ac- 
quainted with the position. This is by no means a 
reflection upon the skill with which the two banks in 
question operated. None but the largest banks with a 
considerable turnover of their own could have disguised 
to some extent the support. This was subsequently 
realized by the authorities, and towards the end of August 
a number of leading banks were put in charge of the 
operations. 

The above criticism of the authorities for failing 
adequately to disguise their operations does not mean 
that it is always desirable in the interests of the success 
of the action of support to disguise the operations. On 
the contrary, on certain occasions it suits the purpose of 
the authorities to come into the open. This was the case 
on the occasion of M. Poincaré’s famous bear-squeezing 
campaign in 1924. Everybody in the market knew 
which banks were in charge of the official support. 
Speculators all over the world watched the operations of 
these banks with keen interest, and the market followed 
their lead, as a result of which the effect of the official 
operations was considerably increased. There are several 
reasons why the French authorities were right in pursuing 
a method of open support in 1924 while the British 
authorities were wrong in pursuing the same method in 
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(x) In 1924 nobody knew the strength of the resources 
upon which the French action was based, while in 1931 the 
market was aware of the exact limit of the resources of the 
British authorities. 

(2) While in 1924 the opponents which the French 
authorities had to fight were mainly speculators who 
could easily be intimidated by a show of strength, in 1931 
the British authorities had to deal mainly with foreign 
holders of sterling balances. 

(3) In 1924 nobody knew the aim of the French policy 
as to the rate to which the authorities desired the franc 
to appreciate; in 1931, on the other hand, the aim of the 
British authorities was obviously to maintain sterling 
between gold export points. 

(4) In 1924 the French authorites took the offensive, 
and for that purpose publicity was helpful; while in 1931 
the British authorites were on the defensive, and for their 
purpose publicity was harmful. 

This last point is of particular importance. In case of 
active support the evidence of official transactions in the 
market may be interpreted as a sign of strength, while in 
case of passive support it is always a sign of weakness. 
It is impossible for the authorities to squeeze bears 
without spending a certain amount of their resources. 
On the other hand, if the authorities aim at merely defend- 
ing the stability of the exchange, and to that end have to 
spend part of their resources, it shows that the natural 
tendency of the exchange would be in a downward 
direction, and that it is being bolstered up artificially. 

It is, of course, possible to combine open and disguised 
support. The French authorities repeatedly resorted to 
this method between 1924 and 1926. On certain occa- 
sions the banks which were known to act as agents for 
the authorities were operating in one direction, while the 
authorities were at the same time operating also in the 
opposite direction under the disguise of banks whose 
connection with official quarters was not known to the 
market. Thus, if the authorities wanted to support the 
franc without using up their resources, the bank which 
was at the time known to be in charge of the official 
operations was selling foreign currencies, thereby giving 
a lead to the market, while at the same time some other 
bank was replenishing the supply of the authorities on the 
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quiet. In 1931 it was impossible for the British autho- 
rities to apply this method, even if they had been 
sufficiently subtle to do so, for the market did not follow 
the lead of the banks in charge of official transactions, 
and there was thus no opportunity for the authorities to 
replenish their dwindling supply of dollars and francs. 
The British authorities in 1931 attempted a different 
method for “ bluffing ’’ the market as to their strength. 
While for some time sterling was pegged in the close 
vicinity of its gold export point, in the second week of 
August the peg was moved slightly in favour of sterling. 
At the same time the premium on forward dollars and 
forward francs was also reduced. If this was meant to 
be a display of strength, it was doomed to failure; under 
the circumstances described above nobody in the market 
was led into the belief that the change of the spot and 
forward rates in favour of sterling was the result of a 
relaxation of the pressure. Possibly the object of the 
authorities was merely to raise the forward rates above 
gold export points so as to restore confidence. Far 
from having attained this end, their policy contributed to 
accentuate the withdrawal of funds as well as bear 
speculation in sterling. The reduction of the premium 
on forward dollars and francs made it cheaper for foreign 
holders of time deposits in London to sell forward the 
amount of their deposits. The importance of this factor 
should not, however, be exaggerated. As foreign holders 
of sterling lost confidence in the stability of that currency 
they hastened to safeguard themselves as soon as possible ; 
considerations of interest rate or of the expense of cover- 
ing the forward exchange ceased for them to play any 
important part. On the other hand, the extent to which 
the policy of the authorities tended to encourage specu- 
lation against sterling was by no means inconsiderable. 
By raising spot rates above the gold point, and by reducing 
the premium on forward exchanges, the authorities 
reduced the risk attached to bear speculation in sterling. 
In any case, the risk of selling short a currency on a gold 
basis is comparatively small; its extent is usually deter- 
mined by the difference between gold import points and 
gold export points, which is in most cases rather less 
than one per cent. The effect of the official policy was, 
however, further to reduce this negligible risk, and as the 
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odds were against maintaining the stability of sterling, 
this factor may have induced many a speculator to sell 
short. 

The American and Dutch authorities have apparently 
learnt at the expense of the British authorities, and when 
it was their turn to defend their currencies, they adopted 
a totally different policy. On several occasions when, in 
consequence of the withdrawal of foreign balances and of 
speculative activities, the dollar or the guilder depreciated 
to the vicinity of gold export point towards the end of 
1931 and early in 1932, the forward exchange was allowed 
by the authorities to depreciate below gold export point. 
The Dutch authorities went even further, and artificially 
widened the discount on forward guilders. In doing so 
they increased the expense of covering the exchange 
risk on amounts invested in Holland by means of 
forward exchange transactions, and they increased 
the risk attached to speculative selling of guilders. 
Although it would be an exaggeration to suggest that the 
maintenance of the stability of the guilder or of the dollar 
in face of the adverse trend was due exclusively to this 
policy, it may be safely assumed that, especially in the 
case of the guilder, it had a by no means inconsiderable 
share in preventing a collapse. 

Hitherto we have been dealing mainly with inter- 
vention aiming at preventing a depreciation of a currency. 
Occasions arise sometimes, however, when the object of 
official exchange operations is to prevent an unwanted 
appreciation of the national currency. This was the 
case with the French franc between the end of 1926 and 
June 1928, and with sterling during the last few months. 
If a currency is on a gold basis, this problem does not, as 
a rule, arise, for the appreciation of the exchange is 
automatically checked by an inflow of gold. On various 
occasions, when the authorities of a country regarded the 
favourable factors affecting the exchange as temporary, 
they intervened in the market to prevent its rise above 
gold import point, so as to obviate an undesirable fluctua- 
tion of the gold reserve. But it is mainly in the case of 
inconvertible paper currencies that the necessity of exten- 
sive intervention may arise in order to prevent a 
speculative appreciation of the currency. 

For a very obvious reason, it is easier to defend an 
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exchange against appreciation than against depreciation. 
The resources of a country for counteracting an adverse 
trend may be very considerable, but they are always 
limited, and if the pressure against its exchange is strong 
and persistent enough the resources may become exhausted 
sooner or later. The resources required for preventing an 
appreciation are, on the other hand, practically unlimited. 
Every country is in a position to sell as much of its own 
currency as foreigners care to buy. There may be, of 
course, a self-imposed limit to the extent to which the 
Government or central bank of a country will buy foreign 
currencies. The credit expansion necessitated by the 
operations may be restricted by legislation, or it may be 
contrary to the policy of the authorities. But if a 
country is determined to prevent a rise, and does not 
restrict its own freedom of action, it can counteract any 
foreign buying pressure against its currency, no matter 
how heavy and persistent it may be. This is what has 
actually happened in France during the period of pre- 
stabilization of the franc. The Bank of France bought 
any amount of sterling and dollars sold through specu- 
lation or the repatriation of French funds. The result 
was that the stability of the franc was maintained in face 
of an unprecedented buying pressure which, if allowed 
free course, would have resulted in a considerable appre- 
ciation of the franc. It is true that the purchase of huge 
amounts of foreign exchanges by the Bank of France 
brought about a considerable rise in the volume of cur- 
rency and credit in France, but, judging by the tendency 
of the French price level, this expansion did not produce 
any inflationary effects. 

Once a Government decides to prevent a rise of its 
currency at all cost—as the French Government did in 
1926—the technique of its intervention is of comparatively 
little importance. As the limit of its resources for 
defending the exchange against a rise is sky high, it 
matters little what tactics are applied by those in charge 
of the official operations. If, however, the Government 
is desirous of restricting as far as possible the credit 
expansion connected with the operations, then the skill 
with which the intervention is handled assumes some 
importance. The tactics of squeezing speculators and 
bluffing the market can be applied as effectively in the 
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fight against appreciation as in the defence against 
depreciation. We have seen above that speculative 
selling of a currency can be discouraged by allowing the 
forward exchange to go to an abnormally wide discount. 
Similarly, speculative buying can be discouraged by 
allowing the forward exchange to develop an abnormally 
wide premium. The British authorities, in defending 
sterling against an unwanted rise in March last, have 
applied this method. While they bought large amounts 
of spot dollars and francs they did not interfere with 
forward exchanges; as a result, the forward sterling- 
dollar rate went to a premium equivalent to 4 to 5 per 
cent. per annum at the beginning of March. 

As a result of the failure of the efforts to maintain 
sterling in the vicinity of 3°50, there has been some 
cricitism of this method, which has been regarded as 
being largely responsible for the victory of bull specula- 
tion in its struggle against the authorities. In reality, 
however, the failure to keep sterling down was not due to 
any technical flaw in the method of intervention, but to 
the fact that our authorities fixed a comparatively low 
limit as to the amount of foreign exchanges they were 
prepared to buy. It is beyond the scope of this article 
to examine whether they were right or wrong in this. 
The fact is that, once they decided not to go beyond a 
certain figure in their purchases of foreign currencies, 
they placed themselves at a disadvantage against specu- 
lators. The critics of the authorities maintain that, had 
they extended their intervention on the forward exchange 
market, the unwanted rise of sterling might have been 
averted. This criticism is based on the argument that 
the wide premium on forward sterling has encouraged 
arbitrage to take advantage of the abnormal discrepancy 
by buying spot sterling, investing it in Treasury bills, and 
covering itself by selling forward sterling, thereby securing 
a yield which at one time was as high as 7} per cent. 
without taking any risk. Their demand for spot sterling 
had to be satisfied by the authorities, and was largely 
responsible for the rapid increase of their foreign exchange 
holdings. 

This criticism overlooks, however, the fact that had 
the authorities bought both spot and forward dollars and 
francs instead of buying only spot exchanges, their limit 
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would have been reached about the same time as it 
actually did, or possibly even sooner. As it was, the 
demand for forward sterling was satisfied by arbitrageurs 
buying spot sterling and selling forward sterling. Thus, 
while on the one hand the demand by arbitrage for spot 
sterling was a burden on the authorities, their selling of 
forward sterling relieved the authorities to exactly the 
same extent. Moreover, had the premium on forward 
sterling been kept artificially low by official intervention 
in the forward exchange market, it would have tended 
to encourage bull speculation in sterling, so that the 
chances are that the buying pressure on sterling would 
have been even stronger. 

It is true that the discouraging effect of a wide 
premium on forward exchange upon speculation was 
neutralized by the gradual rise of the spot rate that took 
place even before the authorities yielded to the buying 
pressure on March 8. As sterling rose a few points every 
day speculators were not deterred by the cost of the 
forward operation, amounting to 3 to 4 points for three 
months. In this respect, the authorities might be open 
to criticism. Had they rigidly maintained the spot rate 
for some time, possibly it might have discouraged specu- 
lators from risking the loss of these 3 to 4 points. But 
here again, the main question was not one of tactics but 
of policy. The prolonged defence of the spot rate against 
a rise might have necessitated the purchase of larger 
amounts of foreign exchanges than the authorities were 
prepared to buy. The success of their endeavours to 
prevent a rise depended mainly upon their willingness to 
buy large amounts, and only to a slight extent upon the 
methods by which they operated. 
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Bankers and Negligence 
Another Disturbing Decision 


Savory v. Lloyds Bank 
By our Legal Correspondent 


AST month it was our duty to review the latest 
decision of the House of Lords in one of the 
Terrington fraud cases where the Midland Bank was 

the victim. Hardly had we gone to press when the 
Court of Appeal produced another judgment (this time, 
against Lloyds Bank, Ltd.) where the operation of 
section 82 of the Bills of Exchange Act was again un- 
successfully invoked. One is tempted to inquire whether 
there is any really effective “ protection’’ against 
innocent conversion involved in that famous and much- 
discussed section. A collecting banker is placed in a 
most difficult position by this latest decision, for in order 
to show that he was acting without negligence in collect- 
ing a cheque for a customer he has to realize that even a 
practice of forty years—without a set-back of trouble— 
may be no protection to him. Our readers will recall 
this case of R. B. Savory & Co. v. Lloyds Bank, Lid., 
which we discussed in its earlier stage in our issues of 
January and February of this year (Vol. XXI, Nos. 72 
and 73). It will be remembered that the point of fact 
in this case was that dishonest clerks of a firm of stock- 
brokers had stolen crossed bearer cheques made payable 
to jobbers and paid them into their own accounts, but 
instead of paying them direct into the branches of 
Lloyds where their accounts were kept they paid them 
into City branches of Lloyds with directions to credit 
their local branch accounts kept elsewhere—in one case 
the account was in the name of the wife of one of the 
dishonest clerks. The receiving branch took the cheques 
with paying-in slips made out in the payees’ names and 
passed them through the Clearing House. All the 
customer’s branch knew of the transaction was that 
cheques to a certain amount were to be credited to the 
customer at that branch or in the other case to the wife’s 
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account. The judge below (Mr. Justice Roche) appre- 
ciated that this collection at one branch for the credit of 
a customer at another branch was commercially useful 
and found that as for forty years the plan had worked 
smoothly the bank was not negligent in so collecting, and 
although in the case in question the cheques were stolen 
the bank could successfully plead section 82 and say that 
they had collected the cheques “‘ without negligence ”’ 
and therefore were not liable to the true owners. But 
the judge gave a warning as to the future. 

The Court of Appeal, however, has upset that decision 
and on the facts has found negligence against the bank. 
It is interesting to observe that in doing so the Court of 
Appeal has followed the line that we indicated as probable 
in our comments in our February issue; namely, that the 
bank in its collecting capacity is but one body although 
the collection and its incidents may be divided between 
the collecting branch and the customer’s branch. The 
bank is to be affected with notice of facts that are known 
to both branches and if those facts are such as to put the 
bank on inquiry, then their duty to the true owner is not 
affected by the division of the act of collection and 
crediting and the division of the relevant information 
between the two branches concerned. Although that 
was the main point of decision one cannot but think 
that the Lords Justices have in their judgments gone 
much too far in the burden they put upon the banker 
and it is to be hoped that the case will be taken to the 
House of Lords. 

For the moment it is necessary to cite from the 
judgments sufficiently to indicate the grave position 
created by this latest pronouncement of the Courts. So 
far the only judgment reported publicly is that of Lord 
Justice Scrutton (the presiding Lord Justice). We have, 
however, obtained a shorthand transcript of the whole 
of the judgments and, therefore, are able to amplify the 
report by adding relevant passages from the judgments 
of the two other members of the Court (Lawrence and 
Greer, L.JJ.). 

On the main point Lord Justice Scrutton’s judgment 
may be summarized as follows :— 


The practice by which the receiving branch sent the cheque 
direct to the clearing house instead of remitting it to the 
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customer’s branch was obviously of commercial convenience as 
saving delay. The customer’s branch would not allow the 
customer to draw against it till they had heard that the cheque 
was cleared. But unless the customer’s branch knew the 
drawer, payee, and person paying in the cheque there was nothing 
to put that branch on inquiry, and protection to the true owner 
was destroyed. In such a case knowledge was divided so as to 
become useless. The receiving branch knew the drawer and 
payee of the cheque and who presented it, but had no information 
with regard to the status of the employee or the name of the 
employer. The customer’s branch only knew the amount of 
the cheque and to whose account it was to be credited, but not 
the drawer or the payee. 

Lloyds Bank, and, apparently, other banks, carried out the 
very legitimate system of receiving at one branch a cheque for the 
credit of the customer at another branch in a way which distri- 
buted the information and defeated the protection against risk. 
They caused the person paying in at the receiving branch to sign 
a paying-in slip which contained the name of the customer and 
the branch at which he banked, the amount of the cheque, and the 
name of the person paying in, and they sent the slip to the 
customer’s branch. They did not tell the customer’s branch 
the drawer or payee of the cheque. The customer’s branch had, 
therefore, no opportunity of using their knowledge of the customer 
or his employer. The receiving bank would make inquiry if the 
payee was a company or firm other than the customer, but had no 
other knowledge that would put them on inquiry. 

At one of the branches in question the bank received 4,000 
cheques a day, of which 80 to 100 were for transmission to other 
branches. In each case the paying-in slip was sent on to the 
customer’s branch. The receiving branch had only to alter the 
form of the paying-in slip so as to require the person paying in 
the cheque to insert the name of the drawer and payee and 
the necessary information was given to the customer’s branch 
without any additional trouble to the receiving branch... 
The Judge in this case had found, and counsel for the bank agreed, 
that if the customer’s branch in each case had had all the infor- 
mation that the receiving branch had to add to their own infor- 
mation, the manager would have been put on inquiry and the 
fraud would have been discovered. The division of information 
prevented the discovery. 


Lord Justice Scrutton, however, went further. Not 
only was the necessary information divided but he held it 
to be the duty of the customer’s branch in opening an 
account to ascertain if the customer was an employee and 
also the name of his employer and appeared to say that 
unless such inquiry were made there was negligence 
which would defeat the bank’s claim to protection under 
section 82. Still further, he held that in the case of a 
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wife’s account a bank’s duty is to inquire as to the occu- 
pation of and the name of any employer of the husband. 
Here are his words :— 

In this case the bank said that they need not inquire with 
regard to the occupation of the husband. If that were right, 
accounts in the names of the wives of dishonest clerks would 
become as popular as they appeared to be in the case of fraudu- 
lent bankrupts. He had had some doubt on that point because 
the bank said with some force: ‘“‘ Where are we to stop? 
Accounts may be in the name of sons, daughters, brothers, or 
sisters of clerks.”” He had come to the conclusion that, con- 
sidering the danger to be guarded against, husband and wife were 
usually sufficiently one person to require the bank in opening the 
account to ascertain the occupation of the husband and, if he 
was an employee, the name of his employer. 


This last proposition is a startling one and may surely 
be said to be an unjustifiable extension of the obligation 
of a bank. In most cases, no doubt, a bank manager has 
adequate information when he opens an account for any 
customer and particularly for a married woman. But 
that in every case he should be bound to pry into the 
husband’s affairs at the risk of being called negligent if 
at any time the husband paid a cheque to which he had no 
title into the wife’s account is surely too wide a dictum. 
With deference to the learned Lord Justice it may be 
ventured that his whole mode of approaching the position 
of a collecting banker’s position is an amplification of the 
test hitherto adopted as sound—that of Lord Dunedin 
in the case of Commissioners of Taxation v. English, 
Scottish and Australian Bank: “ The test of negligence 
is whether the transaction of paying in any given cheque, 
coupled with the circumstances antecedent and present, 
was so out of the ordinary course that it ought to have 
aroused doubts in the bankers’ minds and put them on 
inquiry.” Nor was so wide a statement as that cited 
above necessary for the decision in the case and is more 
of the nature of an obiter dictum than a relevant part of 
the judgments. For, as will be seen, Scrutton, L.J. really 
bases his decision on the fact that had “ receiving ” 
branch and “ customer’s ”’ branch joined their respective 
sets of information they would have been put on inquiry 
even though the latter branch did not in fact know the 
name of the husband’s employer. There is also the 
wider point of view of the public which is well put by 
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a correspondent who says the wife who opens the account 
and indeed the husband himself might well complain of 
a banker’s inquisition. Might not the reply well be: ‘‘ This 
is reputedly a free country. The legislature has given a 
wife a right to a separate estate and a full right of con- 
tracting on her own account. My employment is based 
upon a voluntary agreement between myself and my 
employer. Under that agreement I agree to work for 
my employer in office hours and in his business, but he has 
no right to interfere in my private life or affairs outside 
employment and still less with my wife’s affairs. If he is 
afraid of being robbed, it is his duty and right to take 
precautions, but to take them in such a way as not to 
interfere with my private affairs. Still less has he a right 
to drag my wife’s banker into the story.” Shortly then, 
this fresh suggestion is one that seems to us to go beyond 
the law as hitherto understood. 

Reverting now to the main lines of the decision let us, 
as promised above, give excerpts from the judgments of 
the other two Lords Justices. And first, Lord Justice 
Lawrence :— 


“One of the main rules acted upon by bankers (including the 
respondent bank) is not, without inquiry, to accept cheques drawn 
by a company, firm or principal in favour of a third party 
tendered for payment into the private account of a customer 
known to be an employee of the drawer . . . Another rule I refer 
to (so far as material) provides that no new account shall be 
opened without knowledge of, or fullinquiry into, the circumstances 
and character of the customer . . . It is interesting to notice 
that the following instructions were given by the respondent 
bank to its managers by a circular dated June 30, 1930: 
‘That which goes into an account calls for as much careful 
scrutiny as that which goes out.’ In view of these explicit 
instructions, it is a matter of some surprise to me that the 
respondent bank should have adopted and carried on a system 
under which, as at present operated, no effectual scrutiny of 
what goes into the account of its customers is possible. According 
to the evidence given at the trial, any person can bring to the 
head office or to any branch office of the respondent bank a 
cheque made payable to an individual with a paying-in slip 
purporting to be signed by the payee or by any other person, 
which slip contains a mandate to pay the cheque to the credit of 
the account of a customer at another branch, whereupon the 
receiving branch will without inquiry and without knowing 
anything about either the customer’s account at the other 
branch or the drawer of the cheque, or the payee, or the person 
paying in the cheque, accept and collect the cheque, contenting 
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itself with merely sending to the customer’s branch a credit slip 
and the paying-in slip, neither of which documents contain the 
names of the drawer or payee of the cheque. 

‘‘This procedure obviously precludes the manager of the 
customer’s branch from scrutinizing what goes into the customer’s 
account; all that he learns from the credit and slip is that a 
cheque for a certain sum of money has been paid into this 
customer’s account and credits that account with it accordingly. 
It is not disputed that if Perkins and Mrs. Smith had brought 
the stolen cheques to the branches where they kept their drawing 
accounts those cheques would not have been accepted without 
inquiry. It is therefore unnecessary to determine whether the 
respondent bank acted negligently in opening Mrs. Smith’s 
account without inquiring anything about herhusband. I would, 
however, observe that if it is not the practice to make such 
inquiries, collecting banks will run the risk of not being able to 
rely on the protection afforded by section 82. 

“The system of receiving payment of cheques at the bank’s 
offices other than the customer’s branch office is obviously 
beneficial from the point of view of the customers of the bank, 
as it ensures a more rapid clearance of their cheques, but, as at 
present generated, it seems to me entirely to neglect the statutory 
duty imposed by section 82. If it is desired to continue the 
system and at the same time the bank wishes to have the benefit 
of the protection afforded by section 82, I am clearly of opinion 
that it must devise some method of safeguarding the interests 
of the true owner of any cheques collected under it . . . One 
obvious precaution which occurs to me is that the customer’s 
branch should at least be placed in possession of all the infor- 
mation which the receiving office has, and in particular should be 
told the names of the drawers and payers of the cheques. 
Without these names the manager of the customer’s branch has 
no opportunity of judging whether the cheques collected by the 
receiving office were cheques calling for inquiry or not. 

“In my opinion, bankers who have disregarded their statutory 
duty towards the true owner of the cheques collected by them 
for a customer, cannot, when challenged by the true owner, 
successfully plead that they have acted without negligence in his 
case because for a long time they and other bankers have acted 
in disregard of their statutory duty in other cases. . . . That the 
system has not led to trouble long ago is no doubt due to the fact 
that the method which bankers adopt in working it is purely a 
matter of internal and private administration, and that it would 
not readily occur to anyone that bankers would neglect such an 
elementary precaution as sending to the customer’s branch full 
particulars of the cheques accepted at the receiving branch office. 
By some means Perkins and Smith seem to have found out that 
the respondent bank was neglecting this elementary precaution 
and to have taken advantage of that neglect.” 


Finally, Lord Justice Greer’s judgment was on the 
same lines. He said: ‘One of the most notorious 
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dangers to which a true owner of a cheque is exposed and 
well known to the Courts and to bankers is that of the 
drawer or payee of a cheque having his cheques stolen 
by his agents or clerks and used for their own purposes. 
That this risk was fully appreciated by Lloyds Bank 
appeared from the rules they promulgate to their staffs.”’ 
The Lord Justice then said of the system under 
consideration :— 


“Tt seems to me to be a system which prevents the exercise 
of any care whatever to protect the true owner by refusing 
without inquiry to accept cheques drawn by an employer to a 
named person or bearer and paid in to the private account of 
a clerk or servant. It is capable quite easily of being made a 
system which would be consistent with the exercise of due care 
in the interest of the true owner. The paying-in slip is always 
sent on to the customer’s branch by the receiving branch and the 
banks could quite easily say that they would not accept payments 
of cheques tendered to be credited to a third person without a 
statement on the face of the slip of the names of the drawer and 
the payee of the cheques. . . . It is indeed established that a 
system of paying cheques in at one branch for the credit of a 
customer at another branch has been in operation for a long time, 
probably 40 years, but I do not regard it as established that the 
practice is in every instance in every bank with regard to what 
information is sent on to the customer’s branch is identical with 
the practice of Lloyds and Barclays Bank; and even if it were, 
I do not think that that is conclusive that at the present day 
the practice is consistent with the exercise of due care in looking 
after the interest of the true owner.” 


It is not right that we should leave this very disturbing 
case (which, we understand, may very likely go to the 
House of Lords) without refering to another point raised, 
but not decided, by Lord Justice Lawrence. Having 
decided, as he did, on the main point, he concluded his 
judgment by a doubt as to whether Perkins and Mrs. 
Smith were ever “‘customers”’ within the meaning of 
section 82. If he were right on that, of course no protec- 
tion could be claimed at all for any crossed cheques 
collected for them. Although we are of opinion that this 
new disturbing element is entirely unjustified in law it is 
right that our readers should have the words of the judge 
before them. He said :— 

“IT am by no means satisfied that Perkins and Mrs. Smith 


were ‘ customers ’ within the true meaning of section 82. They 
had no account at the receiving branches . . . and it is clear 
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from the authorities that for certain purposes branch offices, 
although agencies of one principal firm, are regarded as distinct 
trading purposes. Lord Robson in Rex v. Livett (1912) A.C. at 
page 219 says: ‘Although branch banks are agencies of one 
principal firm, it is well settled that for certain special purposes 
of banking business they may be regarded as distinct trading 
bodies.’ Thus, it was held in Woodland v. Fear, 7 E. & B. 519, that 
the obligation of a bank to pay the cheques of a customer rested 
primarily on the branch at which he kept his account, and that 
the bank in that case had rightfully refused to cash the cheque 
at another branch. Commenting on that decision, Sir Montague 
Smith, in delivering the judgment of their lordships’ Board 
(Privy Council) in Prince v. Oriental Banking Corporation, 3 App. 
Cas. at p. 325, points out that it would be difficult for a bank to 
carry on its business by means of branches on any other footing 
because the officials at one branch do not know the state of a man’s 
account at another branch. If the respondent bank was right 
(as I think it clearly was) in stating in its circular of June 30, 1930, 
that what goes into an account calls for as much scrutiny as that 
which goes out, the reason given in the above passage why the 
various branches of a bank should be treated as distinct trading 
bodies in the matter of cashing cheques seems to me to afford a 
prima facie ground for the contention that they ought to be 
similarly treated in the matter of collecting cheques . . . In the 
present case neither Perkins nor Mrs. Smith had any account 
at the respondent banks offices which collected the stolen cheques 
for them, they were not known at these offices, and those offices 
did not charge them for the accommodation thus afforded : in no 
real sense were they customers of the collecting offices. So far 
as the substance of the matter is concerned, Perkins and Mrs. 
Smith might just as well have been customers of some bank other 
than Lloyds. I refrain from expressing any final opinion on this 
question as it was not raised by the plaintiff and no argument 
was addressed to us upon it and because whether these people 
were customers or not of the respondent bank the plaintiffs are 
entitled to succeed . . . . But if a similar case should come up 
for decision hereafter, I desire to guard myself against being taken 
to have decided this question in favour of the bank on the present 
occasion.” 


The outcome of the case reviewed above will no doubt 
be an alteration of the practice ot collecting at one branch 
for credit of account at another, although no doubt the 
issue of any new regulations will await the judgment in 
the House of Lords, if that be sought, as we trust will be 
the case. 
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British Banking Inquiries 
By R. D. Richards, Ph.D. 


VIII.—TuHE WAR AND POST-WAR INQUIRIES (continued) 


N Saturday, August 1, 1914, the Bank of England 
( )orviained for the fourth time in its history, 

Treasury authority to exceed the legal limit of its 
fiduciary note issue, which then stood at £18,450,000. 
During the preceding five days the Bank had been 
subjected to very great pressure by the bankers, bill 
brokers, and merchants of London, and as no legitimate 
application for assistance was refused the advances for 
the week amounted to the unprecedented total of over 
{27,000,000. An appeal, signed by the Governor (Lord 
Cunliffe) and the Deputy Governor (Mr. R. L. Newman), 
was therefore made to the Treasury for permission “ to 
issue notes against securities in excess of the amount 
permitted by law.’’ This was immediately granted in a 
Treasury letter, signed by the Prime Minister (Mr. 
Asquith) and the Chancellor of the Exchequer (Mr. Lloyd 
George), but there is no evidence in the Bank’s Weekly 
Returns to show that the fiduciary maximum was actually 
exceeded. In the Return for the week ending Wednes- 
day, August 5, 1914, the first of the war period, which, 
owing to the extension of the Bank Holiday (August 3 
to 6) did not appear in the London Gazette until Friday, 
August 7, the total of the fiduciary issue remained 
unchanged at £18,450,000. 

In the meantime events had moved rapidly. On 
Monday, August 3, a general moratorium was proclaimed ; 
on Tuesday, the 4th, war was declared between Great 
Britain and Germany; and Thursday, the 6th, saw the 
passing of the Currency and Bank Notes Act of 1914, 
which, by authorizing the issue of Treasury Notes and 

making Scottish and Irish bank-notes, and postal orders, 
legal tender, initiated a new epoch in British monetary 
history. A new mechanism having thus been created 
for filling the breach in the currency the need for additional 
Bank of England notes disappeared. 

Treasury “notes were first issued on August 7, and their 
circulation increased with great rapidity. It was not, 

L 
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however, until August 26 that statistics with reference to 
the amount issued were made public. On this date the 
total in circulation was {£21,535,464. By December 15, 
1915, the total had been increased to {£97,144,775; by 
December 12, 1917, to £199,434,306; and by December 
22, 1920, to £368,231,000, which was the peak issue. 
The decline which afterwards took place was a gradual 
one to a total of £286,750,000, on November 21, 1928, 
the amount in circulation when, under the Currency and 
Bank Notes Act of 1928, the notes were amalgamated 
with those of the Bank of England. 

While the issues of Treasury notes were thus rapidly 
increasing, certain striking changes were taking place in 
the English banking system. During the two decades 
which preceded the outbreak of war some 120 English 
banks had, through the process of amalgamation, ceased 
to function as separate entities. In the first three years 
of the war this remarkable development made little 
progress. In December 1917, however, two most 
important amalgamations took place, the London and 
South Western with the London and Provincial, and 
the Union of London with the National Provincial, 
and these were followed, in February 1918, by two 
others, equally as important, Parr’s with the London 
County and Westminster, and the Londoh Joint Stock 
with the London City and Midland. Such powerful 
combines of big joint-stock banks had no precedent 
in British banking history. Fears of the movement 
developing into a money trust were aroused in industrial 
and commercial circles, and, as a result, this new type 
of banking amalgamation attracted the attention of the 
Government, which was already very much perturbed 
about the huge and constantly increasing totals of 
Treasury notes, the state of the foreign exchanges, and 
the problem of financial facilities. 

Therefore, on March 11, 1918, the Treasury Com- 
mittee on Bank Amalgamations was appointed “ to 
consider and report to what extent, if at all, amalgama- 
tions between banks may affect prejudicially the interests 
of the industrial and mercantile community, and whether 
it is desirable that legislation should be introduced to 
prohibit such amalgamations or to provide safeguards 
under which they might continue to be permitted.” It 
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conducted its inquiry under the chairmanship of Lord 
Colwyn, and its other members were Lord Cunliffe, 
Sir Arthur Haworth, Sir Richard V. Vassar-Smith, Sir 
John Purcell, Captain H. Keswick, M.P., the Hon. 
Rupert Beckett, the Hon. Herbert Gibbs, Mr. E. Manville, 
Mr. (now Sir) Harry McGowan, Mr. John Rae, and Mr. 
Douglas Vickers, with Mr. C. L. Stocks as secretary. 
Eight meetings were held and twenty-two witnesses 
examined, among whom were Mr. Gordon Selfridge, 
Mr. J. W. Beaumont Pease, Mr. Gaspard Farrer, Mr. 
Sidney Webb (now Lord Passfield), Mr. (now Sir) Oswald 
Stoll, Professor H. S. Foxwell, Lord Inchcape, Viscount 
Cowdray, Mr. Walter Leaf, and Sir Herbert Hambling. 
The Report, dated May 1, 1918, gives interesting details 
about the two types of banking amalgamations: (1) the 
old type—‘‘ the absorption of local banks by a larger 
and more widely-spread joint-stock bank,” and (2) the 
new type—‘‘ the union of one large joint-stock bank 
with another similar bank.’’ The arguments put forward 
in favour of the new type—the convenience and gain to 
trade secured by an extension of bank areas, and the 
benefits of a big bank for “‘ large traders,” the “‘ argument 
of size ’’—-were reviewed impartially, and so were the 
objections—the writing-down of bank capital, the danger 
of reduced competition, and the danger of monopoly. 
The “ possible dangers from further amalgamation ”’ 
were regarded as “‘ material enough ”’ to merit Govern- 
mental interference. It was therefore recommended : 
that legislation be passed requiring that the prior approval of the 
Government must be obtained before any amalgamations are 
announced or carried into effect, and, in order that such legisla- 
tion may not merely have the effect of producing hidden amal- 
gamations instead, all proposals for interlocking directorates, 
or for agreements which in effect would alter the status of a 
bank as regards its separate entity and control, or for purchase 
by one bank of the shares of another bank, be also submitted 


for the prior approval of the Government before they are carried 
out. 


On June 3, 1918, the Chancellor of the Exchequer 
(Mr. Bonar Law) stated in Parliament that the Govern- 
ment proposed to introduce, as soon as possible, a legisla- 
tive measure incorporating the Committee’s recommen- 
dations, and pending its introduction a Committee of 
two—Lords Colwyn and Inchcape—was appointed to 

L2 
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advise the Treasury as to the desirability of any new 
amalgamation scheme. Ultimately, on April 15, IgIg, 
the promised Bill was introduced, but only to be with- 
drawn. No further amalgamations, however, were allowed 
unless first of all approved by the Treasury. 

But the development of big bank amalgamations was, 
as we have seen, not the only problem which caused the 
Government much anxiety. On August 15, 1918, the 
Interim Report of the Cunliffe Committee on Currency 
and Foreign Exchanges after the War was published, and 
this, as has already been stated, recommended the 
replacing of Treasury notes by Bank of England notes 
when the fiduciary position of the former had been 
reduced to an amount which experience showed to be 
consistent with the maintenance of a central gold reserve 
of £150,000,000. Therefore, on June 10, 1924, the 
Chancellor of the Exchequer (Mr. Snowden) appointed a 
Departmental Committee ‘“ to consider whether the time 
has now come to amalgamate the Treasury note issue 
with the Bank of England note issue, and, if so, on what 
terms and conditions the amalgamation should be 
carried out.” This important Committee was composed 
of five members: the Right Hon. Austen Chamberlain 
(chairman), Sir John Bradbury, Sir Otto E. Niemeyer, 
Mr. Gaspard Farrer, and Professor A. C. Pigou. On 
accepting office as Secretary of State for Foreign Affairs 
in Mr. Baldwin’s second administration, Mr. Chamberlain 
ceased to act as a member of the Committee, and Sir 
John Bradbury became chairman. Its Report is dated 
February 5, 1925. Nine meetings were held, and the 
thirteen witnesses examined included the Governor of 
the Bank of England (Mr. Montagu C. Norman), Sir 
Robert Horne, Professor E. Cannan, Sir George Paish, 
and Mr. J. Maynard Keynes, and representatives of the 
clearing banks, the Association of British Chambers of 
Commerce, and the Federation of British Industries, but 
the names of these representatives and the Minutes of 
Evidence were not published. The inquiry resolved 
itself mainly into an examination of the question of 
returning to the gold standard. As the conditions, 
recommended by the Cunliffe Committee on Currency 
and Foreign Exchanges after the War, under which the 
Treasury note issue should be transferred to the Bank of 
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England had not yet been fulfilled, the Committee 
thought it necessary to examine in some detail “‘ whether 
a return to the gold standard on the basis of the pre-war 
sovereign is, in present circumstances, no less desirable 
than at the time of the Cunliffe Committee’s Report, and, 
if so, how and when the steps required to achieve it 
should be taken.’”’ Two alternatives were therefore 
considered :— 

(x) To return to the gold standard on the basis of a devalued 
sovereign, i.e. the re-establishment of a free gold market with a 
unit identical in name, but of a lesser gold content than the 
pre-war unit, and 

(2) To attempt to find a basis for the currency unit other than 
gold. 


In view of the fact that the current exchange rates 
were then within a small percentage of the pre-war 
parity the Committee did not think it necessary to 
consider the former of these alternatives, and, moreover, 
was of opinion that “it was never a policy which the 
United Kingdom could have adopted.” The latter 
alternative was carefully explained by some of the 
witnesses, but the Committee came to the conclusion 
that “‘as a practical present-day policy for this country 
there is no alternative comparable with a return to the 
former gold parity of the sovereign,’ and in this conclu- 
sion it was supported by “ the overwhelming majority 
of opinion, both financial and industrial, presented in the 
evidence.’’ After dealing in some detail with the ques- 
tions ‘‘ when and how ”’ this restoration was to be brought 
about, the report recommends that an “early return 
to the gold basis should forthwith be declared to be the 
irrevocable policy of His Majesty’s Government,’ and 
that it should be announced that the existing restrictions 
on the export of gold would not be renewed after Decem- 
ber 31, 1918, when they were due to expire. With 
reference to the amalgamation of the Treasury and Bank 
of England note issues, the Committee was of opinion 
that legal steps should be taken forthwith “ to prevent 
the internal circulation of gold coin until such time as 
the gold standard has been firmly re-established for the 
purpose of international transactions,’ and that “ all 
Bank of England notes, including the £1 and Ios. notes 
ultimately to be substituted for currency notes, should 
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in future be payable in coin only at the head office of the 
Bank, and not at the branch offices.” Finally, the 
Committee recommended that “ the policy with regard 
to the transfer of the Treasury note issue to the Bank of 
England should remain as recommended by the Cunliffe 
Committee.” 

These recommendations were carried out during 
Mr. Baldwin’s second administration. In his Budget 
speech, on April 22, 1925, the Chancellor of the Exchequer 
(Mr. Churchill) announced that the Government had 
decided to return to the gold standard. 

The Gold Standard Act became law on May 15, 1925, 
but, with reference to thé convertibility of Bank of 
England notes, it enacted that the Bank was only bound 
to exchange gold for notes when the notes presented 
were equal in value to 400 ounces (troy) of fine gold. 
The Currency and Bank Notes Act of 1928 completed 
the process recommended by the Cunliffe Committee. 

A passing reference may also be made to three other 
post-war inquiries—those of the Committees on: (1) 
Dormant Bank Balances and Unclaimed Securities, 
appointed on July 10, 1919; (2) Agricultural Credits, 
appointed on October 13, 1922; and (3) Municipal 
Savings Banks, appointed on September 28, 1926. The 
Dormant Bank Balances and Unclaimed Securities Com- 
mittee recommended the extension of the time limit from 
six to thirty years before a state of dormancy should be 
recognized, and a period of seventy years before un- 
claimed boxes and parcels left with banks should be 
handed over to the charge of the Master of the Rolls or 
some other public official The Agricultural Credits 
Committee recommended that the State should encourage 
the immediate formation of agricultural co-operative 
credit societies, and place a capital sum at the disposal 
of each society on the basis of {1 for every {1 of share 
capital raised by the society of which not less than 5s. in 
the £ should be paid up. The scheme, however, which 
ultimately fructified was the Agricultural Mortgage 
Corporation, set up under the Agricultural Credits Act 
of 1928, for the purpose of providing farmers with long- 
term loans on mortgage of agricultural property. The 
shares of this institution are held by the Bank of England, 
Barclays, Lloyds, the District Bank, the Manchester 
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and County Bank, Martins, Glyn Mills & Co., the 
National Provincial, the Westminster, and Williams 
Deacon's. 

The Report of the Municipal Savings Banks Com- 
mittee contains a great deal of valuable information 
appertaining to the development of savings banks in 
general, with particular reference to the advantages 
and disadvantages of municipal savings banks. After 
a careful review of the whole subject, the Committee, 
while much impressed with the great vigour of municipal 
life, came to the conclusion “that in view of the 
present position of national finance the extension of 
municipal savings banks within the next ten years would 
not be in the interest of the community as a whole, and, 
even apart from questions of national finance, it is exceed- 
ingly doubtful whether the special incentive to thrift 
provided by such banks is so great as to outweigh the 
risks involved.”’ 

Finally, we have the Macmillan Committee, which was 
appointed on November 5, 1929, “ to inquire into bank- 
ing, finance and credit, paying regard to the factors both 
internal and international which govern their operation, 
and to make recommendations calculated to enable these 
agencies to promote the development of trade and 
commerce and the employment of labour.’’ The Report 
of this Committee, which was presented to Parliament 
in June 1931, has already been examined in detail in 
the pages of THE BANKER. 


(Concluded.) 


Appointments and Retirements 
The Hongkong and Shanghai Banking Corporation 


Mr. H. D. C. Jones, the Senior London Manager, 
has just completed 50 years’ service in the bank. Born 
on November 22, 1863, he was educated at Perceval 
House, Blackheath, and King’s College, where he was 
studying for the Bar. He joined the bank in April, 1882, 
in London. In 1884 he was transferred to Singapore 
and then to Manila, Philippine Islands, in 1885, of which 
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branch he was appointed manager in 1896. In 1907 he 
became manager of the Japanese branch and in 1912 
returned to London as joint manager. He attained his 
present position of Senior Manager at the beginning of 
this year. Mr. Jones has been a fellow of the Institute 
of Bankers since 1913. He was Chairman of the British 
Overseas Banks’ Association in 1926-27 and he holds the 
Order of the Rising Sun of Japan. We congratulate 
Mr. Jones most heartily on reaching this landmark in his 
career, which we notice was suitably recognized by his 
colleagues, and we hope very much that the Hongkong 
and Shanghai Banking Corporation and the whole 
banking community will have the benefit of his advice 
and guidance for many years to come. 


The Yorkshire Penny Bank Ltd. 


Mr. W. D. Taylor, Manager of the Darlington branch, 
has retired on pension. Mr. Taylor commenced his 
career at Halifax in 1888, and was closely connected with 
that branch until his appointment as Manager at 
Darlington in 1908. He is well known in Darlington 
and has taken a keen interest in local affairs. 

Mr. L. W. S. Booth, of Knaresborough, has been 
appointed Manager at Darlington in place of Mr. Taylor. 
Mr. Booth entered the service of the bank at Middles- 
brough in 1911. During the war he served with the 
Artillery in Egypt, Salonika and France, reaching the 
rank of Lieutenant. He was appointed Manager of the 
Knaresborough branch in 1921. Mr. Booth has acted 
as Treasurer for many local organizations and also for 
such National Appeals as Earl Haig’s Poppy Day Fund. 
He is a prominent Freemason and a member of the 
British Legion. 
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Bank for International Settlements 


T will be recalled that at the formation of the B.LS. 
ite whole of the capital was guaranteed by the seven 

principal participants, namely, the Central Banks of 
Belgium, France, Great Britain, and Italy, a group of 
banks acting for the Bank of Japan, and an American 
group consisting of J. P. Morgan & Company, the First 
National Bank of New York, and the First National 
Bank of Chicago. Of the 200,000 shares of 2,500 francs 
each, of which the capital was composed, these institutions 
or groups each took up firm 16,000 shares, it being agreed 
that they would take up pro rata at the end of two years 
any shares which might still be unissued. In the mean- 
time the rest of the capital was held in reserve for dis- 
tribution in other countries, membership being limited 
either to countries which were interested in reparations 
or to countries whose currency was based upon the 
gold standard or the gold exchange standard. No restric- 
tion was placed on the issue of shares to the public, 
although in most cases they were taken up by the central 
bank concerned—in any event the shares themselves 
carry no voting rights, and it is only the central bank or 
other official representative which has the right to vote. 
It was hoped to get as wide a membership as possible, 
and it was generally believed that during the preliminary 
period of two years it would be possible for many coun- 
tries which had not yet legally stabilized their currencies 
on gold to do so. Unfortunately, however, this period 
has proved to be one of collapse rather than of progress, 
and although no less than twenty-six countries hold 
shares in the bank, there remain a large number who are 
not eligible for membership. The preliminary period of 
two years having thus proved too short, the bank finds 
itself faced with the problem of how to keep the door 
open to new members and yet, at the same time, carry 
out the provisions of its statutes regarding the issue of 
the balance of its capital. The question is not yet settled, 
but it is hoped that it will be possible to make some 
arrangement with the founder members who are to take 
up these shares, by which they will cede back pro rata 
and at par such shares as may from time to time be 
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required for new members. It should be added that both 
the shares originally issued and the shares which are now 
to be issued, are only 25 per cent. paid up. 

In the meantime the bank will be holding its annual 
meeting on May 10. Last year the meeting was attended 
by representatives of the twenty-three countries in which 
its shares were then held, and there is every prospect of 
another interesting gathering this year. The programme 
will consist first of the usual Board meeting on May 9; 
then of a formal annual meeting on the morning of the 
roth, which will be followed in the afternoon by an 
informal meeting at which questions of general interest 
will be discussed. This meeting will no doubt be con- 
tinued the following day. It has been proposed that in 
view of the large number of people who will be present, 
it would be more convenient and interesting if the dis- 
cussions took the form of a series of papers. Various 
people have been asked to speak, and although replies 
have not yet in all cases been received, it is believed that 
Dr. Sprague, of the Bank of England, will read a paper 
on the question of short-term credits and of their effect 
both on the giver and the receiver; Dr. Kienbock, of the 
Austrian National Bank, on Currency Restriction; and 
Professor Rist and Dr. Trip, of the Nederlandsche Bank, 
on Ultimate Monetary Reconstruction. 

The subjects chosen are of peculiar importance at 
the present time, and an exchange of views between those 
who are actually responsible for tackling the problems 
involved is bound to prove extremely interesting. More- 
over, the fact that no attempt will be made to formulate 
definite resolutions will no doubt simplify proceedings 
and lead to a greater freedom of discussion. 

As regards the statutory meeting, this will probably 
deal only with the usual formalities and with the question 
of the allocation of the profits to reserves and dividends. 
It is understood that the profits for the past year are 
considerably in excess of those of the previous year, and 
that the Board have no hesitation in recommending 
the same dividend as last year, namely, 6 per cent. 
These results have been achieved after writing off all 
losses on exchange and without taking into account 
profits arising from the depreciation of sterling. 

Another very encouraging feature of the balance sheet 
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is the large increase in deposits during March, following 
on the decreases of recent months. Deposits of central 
banks for their own account show an increase from 
Swiss frs. 480 millions to Swiss frs. 608 millions, and the 
balance-sheet total is now the highest since September, 
and the panic which followed the Bank of England’s 
suspension of gold payments. 

Of current events it should be recorded that the 
B.IL.S., acting on behalf of the various syndicates, has 
once more renewed for a period of three months the 
Austrian credits, the Hungarian credits, and the Yugo- 
slavian credit. The conditions are much the same as 
before, and in each case the rate of interest is the official 
bank rate of the central bank concerned. The full 
amounts involved are about go million schillings in the 
case of the Austrian credit, $20,570,000 in the case of the 
Hungarian, and $6,000,000 to the Yugoslavian National 
Bank. The B.I.S.’s own participation in these credits is 
about 40 per cent. in the case of the Austrian credit, and 
rather less in the case of each of the others. 


Some American Banking Problems 
By a Correspondent 


HE improvement in the American banking situation 
which began late in February immediately following 
the enactment of the Glass-Steagall Bill which 
liberalized the rediscounting powers of the Federal 
Reserve Banks and greatly enlarged the effective free 
gold reserves of the Federal Reserve System, continued 
during March and the early part of April. Weekly open- 
market purchases of Government securities by the 
Federal Reserve Banks, combined with a substantial 
return flow of hoarded currency to the banks, and the 
cessation of gold exports, have relieved the pressure on 
the banking system and induced progressive ease in 
money rates. United States Government securities held 
by the Reserve Banks increased $131,000,000 between 
February 24 and March 30, when they reached a high 
record of $872,000,000. In the same period the volume 
of money in circulation has declined $156,000,000, and 





140 THE BANKER 





monetary gold stocks of the country have advanced 
$38,000,000 to a total of $4,388,000,000. These develop- 
ments have enabled member banks to reduce their 
indebtedness to the banks of issue from $835,000,000 in 
the latter part of February, to $633,000,000 at the close 
of March, a decline of $202,000,000. Total outstanding 
Reserve Bank credit has come down $147,000,000, or 
from $1,734,000,000 to $1,587,000,000. 

The bulk of the central bank open-market operations 
has been conducted by the Federal Reserve Bank of 
New York, but the effects have been felt throughout 
the country. Member banks outside the New York 
district which were doing most of the borrowing were 
able, during March, to pay off about $180,000,000 of this 
indebtedness. 

The ease in money rates has been reflected chiefly in 
the acceptance market, where rates of discount on prime 
bills have come down from 2? per cent. at the close of 
February to 24 per cent. early in April. Stock Exchange 
call loans continue unchanged at the pegged rate of 
2} per cent., but ninety-day loans on Stock Exchange 
collateral are 2? to 3 per cent., against 3} to 34 per cent. 
a month ago. 

These developments, however, have not served to 
arrest the liquidation of bank credit. Total loans and 
investments of weekly reporting member banks have 
declined approximately $250,000,000 in the five weeks 
ended March 30, and the first quarter reports of State 
chartered banking institutions made public during the 
first few days of April disclosed no relaxation of the 
consuming passion for liquidity. One of the largest 
banks in the country shows a liquidity of over 85 per 
cent., and some of the smaller institutions are more than 
100 per cent. liquid. The position of the majority of the 
national banks is undoubtedly similar, but the Comp- 
troller of the Currency has thought best to omit the usual 
call for a statement of condition at the end of the first 
quarter for the institutions under his direction. 

The decline in deposits has continued at a sharp rate. 
Net time and demand deposits of reporting member 
banks in leading cities of the country at the close of 
March showed a reduction for the preceding twelve 
months of $1,723,000,000, or more than. 22 per cent. 
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Bank failures have shown a marked reduction since 
the Reconstruction Finance Corporation came into opera- 
tion. Less than forty institutions closed their doors 
during March, compared with 115 in February, and 342 
in January. 

The export gold movement, which had been heavy 
since the beginning of the year, ceased entirely by the 
middle of March and gave way to a moderate import 
movement, chiefly from Canada, Latin America and the 
Far East. In addition, substantial amounts of gold that 
had previously been set aside for the account of foreign 
central banks were released from earmark during the 
latter part of March and the beginning of April. 

Dollar exchange was strong against the Continent 
until the close of March, when the difficulties experienced 
by Congress in framing a tax measure that would provide 
a balanced budget stimulated a sharp reaction. During 
the first week of April belgas and francs both advanced 
to the export gold point, but no metal was shipped. It 
would not be surprising, however, if additional transfers 
of earmarked gold were to be undertaken by the Bank 
of France, which had repatriated $170,000,000 of its 
holdings of earmarked gold between January 15 and 
March 15. 

The tax legislation and new proposals by Senator 
Carter Glass for radical changes in the fundamental 
banking law of the country have directed the attention 
of Wall Street upon Washington. Despite the appear- 
ance of insurrection in the House of Representatives, 
there is every confidence that the budget will be balanced. 
Many of the tax proposals that have been advanced, 
including the levy of } per cent. on sales of listed stocks 
and } per cent. on bond transactions, are extremely 
distasteful to the financial community and will be 
vigorously opposed in hearings on the measure before 
the Senate. The prevailing view is, however, that it 
does not matter so much what the taxes are so long as 
they are sufficient to meet the Government expenditures, 
and the overwhelming majority of Congress appears 
thoroughly alive to the necessity of attaining this objec- 
tive. 

The Revised Glass Banking Bill introduced in the 
Senate on March 17 has aroused a storm of protest on 
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the part of bankers and has evoked severe criticism from 
the Federal Reserve Board. The Bill has been referred 
back to the sub-committee of the Senate Banking and 
Currency Committee which drafted it for a second revision, 
and the prevailing view is that it would have little chance 
of enactment in anything like its present form. The 
measure proposes sweeping changes in the Federal 
Reserve Act and the National Bank Act designed, in the 
opinion of its author, to prevent a recurrence of the 
speculative excesses of 1929. 

Among the more important provisions are : a restric- 
tion on national bank security investments to not more 
than 15 per cent. of the capital stock of an institution 
and 25 per cent. of its unimpaired surplus, a measure 
which it is calculated would necessitate the immediate 
forced liquidation of over $3,000,000,000 of national 
bank investments. Similar restrictions are proposed 
against real estate loans and investments, together with 
the imposition of a penalty rate on member bank borrow- 
ings from the Federal Reserve banks on fifteen-day 
promissory notes, and a revision of the method of calcu- 
lating member bank reserves against deposits. This last 
would force an increase in reserve requirements of 
$130,000,000 a year for five years, thus necessitating 
increased member bank rediscounting at the Federal 
Reserve Bank to the amount of $650,000,000 over the 
period of readjustment. 

Other provisions of the Bill discriminate strongly 
against national banks and would probably result in 
forcing many institutions to relinquish national charters 
in favour of State charters. Some of these provisions, 
such as one which would, in effect, prevent any national 
bank from being a correspondent of any bank or any 
director of a national bank from being a director of any 
other bank, are obviously the result of careless drafting, 
since not even Senator Glass has such extreme views as 
that. 

During the hearings on the Bill the Federal Reserve 
Board presented an extended memorandum in which it 
advanced its own proposals for banking reform. The 
most far-reaching of these was a suggestion for the estab- 
lishment of a unified system of banking under national 
supervision. This plan, however excellent, is at the 
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present time so visionary that the Board itself did not 
trouble to elaborate upon it. Two other suggestions, 
however, have evoked great interest and may possibly 
find a place in whatever banking legislation is finally 
enacted by the present Congress. 

One of these concerns the question of member bank 
reserves against deposits. It is proposed that these shall 
be based, not, as at present, upon average balances, but 
upon the velocity with which deposits are turned over. 
Under the system of calculating reserves proposed by the 
Board, each member bank would be compelled to estab- 
lish and maintain reserves equal to 5 per cent. of its net 
deposits, irrespective of whether they are time or demand 
deposits, plus 50 per cent. of the amount of its average 
daily debits to deposit accounts, provided that in no 
event should the aggregate reserves required to be 
maintained by any member bank exceed 15 per cent. of 
its gross deposits. This method of calculating reserves 
on the basis of velocity was first advanced by a special 
committee of the Federal Reserve last November. It has 
met with strong opposition from the large city banks, 
who calculate that under such a system the active 
accounts of brokers and bill dealers will become unprofit- 
able. In its latest suggestions, however, the Federal 
Reserve Board has met this criticism by providing an 
exception to the general rule whereby member banks 
may, at their option, omit any specific deposit accounts 
from their computation if such accounts are reported 
separately to the Federal Reserve Bank, and if a reserve 
of 50 per cent. is maintained against them. 

The other important recommendation of the Board 
was that member banks should be compelled after three 
years from the enactment of the proposed Bill to divorce 
themselves from their security affiliates. This suggestion 
raises one of the thorniest problems being faced by 
American banks. A good many of the larger institutions 
are heartily sick of the security underwriting and dis- 
tributing organizations which they built up and affiliated 
themselves with during the boom period. Unfortunately, 
however, these institutions have become so deeply 
embedded in the banking system that to uproot them 
would be an extremely painful process. Moreover, the 
question is raised as to whether it is just to penalize 
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those banks who have operated their security affiliates 
soundly for the excesses of other institutions. Nor is it 
clear that the best interests of the public would be served 
by the proposed separation, for the effect of the move 
would be to turn back into the hands of the private 
bankers the exclusive prerogatives of issuing and under- 
writing new securities. 


Banking Conditions in France 
By a Correspondent 


T the moment when a number of countries, especially 
Ain Central and Eastern Europe, are suffering from 
an extremely severe crisis, France continues to 
present a spectacle of a nation absorbing capital. Day 
after day the volume of financial resources available is 
increasing, and day after day it is becoming more difficult 
to place short-term funds in such a way as to provide 
adequate security to the lender. For this reason the 
money market is characterized to an increasing degree by 
a plethora of funds. This plethora is not due to an 
increase in the volume of currency, for an examination 
of the Bank of France returns proves that the volume of 
currency showed in March a fairly considerable decline. 
From Frs. I11,725,000,000 at the end of February, the 
amount of sight liabilities of the bank declined to 
Frs. 110,271,000,000 at the end of March, a reduction of 
nearly 14 milliard francs in one month. This decline may 
appear surprising considering that during that period 
foreign gold continued to flow into France. In March 1932 
the gold reserve of the Bank of France increased by 
nearly 1,800,000,000 francs, and the gold imports have 
naturally resulted in a corresponding creation of francs. 
The creation of francs was, however, purely apparent. 
Other changes in the bank return have more than offset 
the effect of the increase of the gold reserve. The 
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following table shows the changes in the Bank of France’s 
return during the first quarter of 1932 :— 


End of End of End of 
January, February, March, 








1932 1932 1932 
ASSETS. (In millions of francs) 

Gold reserve .. - ne ae 71,625 75,059 76,832 
Foreign exchange holding (total) .. 17,847 14,981 12,425 
Of which : 

At sight ea “ “a os 8,882 6,268 3,849 

Time as e - re 8,965 8,713 8,576 
Discounts (total) ai a - 7,513 5,690 5,028 
Of which : 

Bills on France a ea ae 6,555 5.544 4,820 

Bills on foreign countries .. - 958 146 207 
Advances on bullion .. ne oe 1,302 I,31I 1,312 
Advances on securities ae Ss 2,744 2,707 2,716 
Caisse Autonome bills ma és 6,899 6,883 6,881 


LIABILITIES. 
Note circulation es ces 7 84,723 83,189 81,782 
Current accounts and deposits (total) 28,273 28,536 28,489 
Of which : 


Treasury cd as ia ae 530 176 169 
Caisse Autonome .. os or 4,191 3,461 3,358 
Private accounts .. o s 23,076 24,366 24,444 
Sundry “3 - +s 476 533 519 
Total of sight liabilities ea .. 112,996 [11,725 110,271 
Percentage of gold cover... $3 63°39 67-18 69°67 


The first and most important change which is shown 
by this table is the further decline of the foreign exchange 
reserve. From Frs. 14,981,000,000 in February this item 
dropped to Frs. 12,425,000,000 in March, a reduction of 
over 2} milliard francs. This reduction, which was 
brought about by the sale of foreign exchange carried out 
by the Bank of France, was more than sufficient to 
neutralize the effect of gold imports. The second change 
is the decline in bills discounted. In March, in spite of 
the approaching end of the quarter, this item declined 
from Frs. 5,544,000,000 to Frs. 4,820,000,000, or by over 
Frs. 720,000,000. This decline is attributable in part to 
the trade depression which has reduced credit require- 
ments, and to the extremely easy conditions in the money 
market. In fact, the leading banks, in order to use their 
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resources, are endeavouring to acquire part of the bills 
which in ordinary circumstances are discounted by the 
Bank of France, and in doing this they have the advantage 
over the bank of issue as they are not bound by the official 
discount rate. In order to attract new customers they 
agree to a discount rate lower than that of the Bank of 
France. 

Unfortunately, it is impossible to determine the 
extent to which they have succeeded in increasing their 
bill portfolio, as the returns of the commercial banks are 
only published after a considerable delay. At present we 
only possess their figures for the end of January. The 
following table shows the combined returns of the Crédit 
Lyonnais, the Comptoir National d’Escompte, the Société 
Générale, and the Crédit Industriel et Commercial :— 


31 November, 31 December, 31 January, 
1931 1931 1932 
(In millions of francs) 
ASSETS. 

Cash in hand and with Banque 

de France .. ws ws 11,483 II,251 
Correspondents “ss - 2,147 2,068 
Discounts e4 - + 18,269 18,283 
Advances, etc. wick si I,100 1,038 
Current account debtors ea 8,772 8,190 


LIABILITIES. 


Current accounts and deposits : 
Sight pa ~ -. 37,019 37,023 36,196 
Time a es a 1,331 1,222 1,179 
Bills payable .. as - 567 576 587 
Securities wa a ‘i 229 233 233 
Capital and reserves .. - 2,863 2,863 2,864 


These figures show that the amount of bills discounted 
increased from Frs. 17,701,000,000 in November to 
Frs. 18,269,000,000 in December and Frs. 18,283,000,000 
in January 1932. Theincrease during January coincided 
with a decline of the discounts of the Bank of France by 
over Frs. 800,000,000. However it may be, the decline of 
sight liabilities of the Bank of France during March by 
1} milliard francs does not constitute deflation proper. 
It is a result of the plethora in the French money market. 
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Money rates have shown a slight decline during the 
first quarter, as is shown by the following table :— 
End of End of End of 
January, February, March, 
1932 1932 1932 


0/ O/ O/ 
ce) 






/ /O /0 
Market rate of discount os .. If 1 r4h 
Sight loans... ie “s .» 1} 1} 
Loans on Bons de la _ Défense 
Nationale : 

One month . 2} 2} 2} 

Three months 2} 2? 24 
Loans on securities : 

Quoted at the Parquet... “i } 1 

At the Coulisse - 3 4} 44 


For the first time since last autumn money rates in 
the Paris market have shown some weakness. The 
market rate of discount declined from 14% per cent. to 
141 per cent., and in fact transactions were carried out 
at 12 per cent. The rate of loans on bonds de la défense 
nationale was 2} per cent., which is the rate fixed by the 
Caisse des Depots et Consignations, but which was often 
merely nominal. Many transactions have been con- 
cluded at rates ranging from 14 per cent. The weakness 
of money rates shows that the banks which have hitherto 
tried to prevent a decline of interest rates and short-term 
loans, have had to relax their control. This change is 
explained in part by the increasing importance of foreign 
bank balances in the Paris market. Until last year the 
amount of these balances was insignificant. To-day, 
merely as a result of the purchase of francs by the Bank 
of England, they have attained a considerable figure. As 
the Paris money market has always been extremely 
narrow, the increase of foreign balances has been sufficient 
to disturb its equilibrium, and to result in a decline of 
money rates notwithstanding the efforts of the banks to 
prevent it. 

To-day the Paris market is even narrower than it has 
ever been. The economic crisis has resulted in a con- 
traction in the volume of bills, and it is very difficult to 
find nowadays bank bills based on genuine commercial 
transactions. The only opening for the investment of 
short-term funds is loans against bonds de la défense 
nationale, as the volume of these Treasury bills in the 
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market is fairly substantial. During March, owing to the 
difficulty of finding bank bills, many lenders diverted 
their funds into that channel. This is the reason why the 
rate on this type of loan has showed a real decline. 

Will this movement continue? It is beyond doubt 
that, should the Bank of England further increase its 
balances, the rates of the French money market will tend 
to decline. The outlook of the market, nevertheless, 
remains uncertain, and we propose to indicate the factors 
calculated to influence considerably the tendency of 
money rates. 

The volume of capital in France is very large. There 
is, first of all, a considerable hoarding of bank-notes. An 
attempt has recently been made to estimate the extent 
of this hoarding, and to that end the increase of the note 
circulation in France since 1926 has been subject to a 
careful analysis. Between 1926 and 1931 the volume of 
small bank-notes from 5 francs to 100 francs, which 
mostly served for current requirements, increased only 
from 26 to 30 milliard francs. At the same time the 
volume of notes of 500 francs and 1,000 francs, which are 
mainly employed for hoarding purposes, has increased 
from 26 to 52 milliards. Thus it has doubled, while the 
notes of small denomination have increased only by 
15 per cent. There is no doubt that the increase in the 
circulation of 500 franc and 1,000 franc notes is due to 
hoarding. This is all the more likely as the increase was 
particularly remarkable during the years 1930 and 1931, 
when the outstanding volume of 500 franc and 1,000 
franc notes registered an increase of 15 milliards, while 
the circulation of small notes remained practically 
unchanged. Considering that the years 1930 and 1931 
witnessed the restriction of business activity during the 
crisis, the increase of the circulation of notes of high 
denomination can only be explained by an intensification 
of hoarding. It is therefore safe to conclude that the 
26 milliards of 500 and 1,000 franc notes issued between 
1926 and 1931 represent hoarded capital. Enormous as 
this figure may appear it is by no means unbelievable, 
as in France the agricultural population, and even the 
middle classes, have always aimed at keeping part of their 
wealth in the form of gold or bank-notes. As the gold 
is at present locked up in the vaults of the Bank of 
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France, bank-notes have become the favourite means of 
hoarding. 

The capital available is not, however, represented 
exclusively by the volume of hoarded bank-notes. There 
is another way of hoarding, namely bank deposits. At 
the end of 1926 the private deposits with the Bank of 
France amounted to 54 to 6 millard francs; to-day they 
amount to 24 milliards, or an increase of 18 milliard 
francs. There is reason to believe that this increase 
largely represents hoarded capital. At the end of 1926 
the amount of this item was 5,324,000,000 francs, at the 
end of 1929 it was 6,997,000,000 francs, at the end of 1930 
it was 9,718,000,000 francs, and at the end of 1931 it was 
23,152,000,000 francs. The increase has taken place 
mainly during the last two years. Undoubtedly it was 
largely a manifestation of the hoarding spirit which has 
always characterized France, and which to-day is stronger 
than ever. The increase of private deposits with the 
Bank of France is due to two distinct causes. In the first 
place since the crisis many capitalists have imagined that 
their funds are safer with the Bank of France than with 
any other bank. Hence the flow of deposits towards the 
central bank. In the second place the leading banks have 
at present an extremely large cash reserve. In fact, it 
has exceeded 11 milliard francs, while in ordinary con- 
ditions it barely attained 3 milliard francs. This increase 
tends to augment the private deposits of the Bank of 
France, as a considerable part of the cash reserves of the 
banks is always kept on deposit with the central bank. 
It is no exaggeration to assume that of the 23 milliards 
of deposits maintained at present with the Bank of 
France, 15 milliards at least represent hoarded capital. 
If we add these to the 26 milliards of hoarded bank-notes, 
we arrive at a liquid capital reserve of over 40 milliard 
francs. With such a huge amount of idle funds the 
French money market appears to be safeguarded against 
any stringency. 

It is, nevertheless, necessary to take into consideration 
possible developments which may to some extent restrict 
credit. In the first place there are impending loans by 
the French Government. In order to replenish the 
Treasury, the Government will issue shortly 5 milliards 
of Treasury bills, which will absorb a fair proportion of 
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the resources of the money market. Apart from this, it 
is by no means impossible that after the General Election 
in May the Government will carry out a conversion of the 
5 per cent. and 6 per cent. loans. To be able to carry out 
this huge transaction it is necessary to constitute a 
substantial cash reserve in the hands of the Treasury or 
the Caisse d’Amortissement. Hence the necessity to raise 
funds directly or indirectly in the money market. Apart 
from this it is necessary to envisage the considerable 
repercussions of a stabilization of sterling upon the 
French money market. The stabilization of sterling 
would be followed immediately by a flow of capital to 
London. French banks would resume their practice of 
placing part of their liquid funds in London. Moreover, 
a considerable proportion of foreign funds which are at 
present in Paris, where they yield practically no interest, 
will gravitate towards London, which market will provide 
better facilities for investment. Admittedly the stabiliza- 
tion of sterling is not imminent, but it is a possibility 
which cannot be overlooked when examining the prospects 
of the French money market. 

Last, but not least, it may well be asked whether the 
new Chamber of Deputies, which will meet on June 1, 
will be able to take the measures necessitated by the 
budgetary situation. It is to be feared that in face of the 
protests raised inevitably by the increase of taxation and 
by the economies calculated to restore budgetary equili- 
brium, the Chamber may prefer to meet the requirements 
by the issue of loans, thereby weakening the credit of the 
Government. It is evident that should this hypothesis 
materialize, we should witness an outflow of capital 
which would affect immediately the equilibrium of the 
money market. 

It appears, therefore, that the prospects of the money 
market are not as favourable as one would be inclined to 
assume after a superficial examination. Events may 
come about which would provoke, if not a tension of 
credit, at least a contraction of monetary resources, and 
a slight increase of money rates. It must be admitted, 
however, that the chances are that the French money 
market will remain well provided with liquid capital. 
Barring the possibility of a very grave financial crisis, 
the increase of money rates is likely to be very moderate. 
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German Banking 


By a Correspondent 

N April 8, 1932, the Reichsbank reduced its 
() reaiséoun rate from 6 per cent. to 54 per cent. 

Before the banking and currency crisis of July 1931 
the bank rate in Germany stood at 5 per cent., but it had 
to be raised during the crisis first to 10 per cent. and 
finally to 15 percent. In the course of the last six months, 
however, the Reichsbank has been able to return gradually 
to a normal bank rate. On September 2, 1931, it was 
reduced to 8 per cent., on December 9g to 7 per cent., on 
March g to 6 per cent., and finally on April 8 to 5} per 
cent. Since the summer of last year there has been no 
free money market in Germany, so that the Reichsbank 
was unable to obtain any guidance from the market rates 
of interest. The rates quoted for monthly loans and 
bank bills are based on the official bank rate, and depend 
on the readiness of the Reichsbank to rediscount. Thus 
the initiative for a reduction of the bank rate rests 
entirely with the central bank. The Reichsbank decided 
to carry out the successive reductions because it has 
endeavoured in every possible way to facilitate industry, 
so as to try to overcome the economic crisis. It considers, 
however, all reflationist schemes which have cropped up 
in Germany on the American example in large numbers, 
as impracticable, nor is it prepared to finance any exten- 
sive unemployment scheme of the Government. The 
decline in the note circulation and in the rediscount of 
inland bills, justify its policy. The following figures show 
the changes in the Reichsbank return, all figures being 
in millions of reichsmarks :— 





1930 1931 1932 





31 Dec. | 29 Feb. | 31 Mar. | 31 Dec. | 29 Feb. | 31 Mar. 


Discounts* ... awa 2,828 2,356 2,367 4,487 3,671 3,607 
Total Note Circulation | 6,406 6,032 6,063 6,679 6,253 6,254 


Gold and Foreign 
Exchange Reserve 2,685 2,451 2,511 1,156 1,077 1,021 





* Including Treasury bills and loans on securities. 
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During the first three months of 1932 the rediscounts 
of the Reichsbank declined to a much greater extent than 
during the corresponding period of the previous year, 
but they are still considerably higher than a year ago. 
The reason for this is that the Reichsbank’s rediscounts 
contain now the finance bills which had to be taken up 
during the crisis of 1931 in order to replace the foreign 
funds withdrawn from the banks. The amount of 
genuine commercial bills rediscounted is not larger than 
last year. The main concern is, of course, the decline in 
the Reichsbank’s gold reserve. It is true that in March 
the decline of the gold reserve was moderate—apart from 
the repayment of 10,000,000 dollars of foreign credits of 
the Reichsbank—but the present amount of gold and 
foreign exchange reserves of 1,021,000,000 reichsmarks 
include no less than 588,000,000 reichsmarks of foreign 
credits, which have been renewed provisionally only until 
June and July this year. Exchange restrictions and 
standstill agreements provide a safeguard for the German 
gold reserve, but the interest service of external credits 
has to be transferred regularly. Up to now this has been 
possible out of the surplus of German external trade. 
During the last few months, however, this surplus of about 
100,000,000 reichsmarks per month has declined, and 
should it further decline it would no longer provide the 
currencies necessary for the interest service. This 
explains the moratorium rumours which have been in 
circulation during the last few weeks. Against this it is 
necessary to emphasize that the Government of the Reich 
and the Reichsbank are determined to carry on the 
transfer of all interest due on short-term credits and long- 
term loans abroad so long as there is a possibility of doing 
so. The reduction of the interest rates on these debts 
would provide considerable relief. The creditors under 
the standstill agreement have already consented to a 
certain reduction of interest rates as a result of the lower 
money rates in foreign centres. The question is discussed 
in Germany whether a way can be found to obtain a reduc- 
tion of interest rates on long-term loans abroad. 

The Reichsbank has maintained its dividend for 1931. 
Although the net profits provided only 8 per cent. divi- 
dend against 12 per cent. last year, shareholders obtained 
the remaining 4 per cent. out of the considerable reserves. 
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It is not a mere accident that the Reichsbank obtained in 
1931 exceptionally large profits. Its facilities have been 
drawn upon to a much greater extent than in the previous 
year, and its discount rate was higher. Its profit on 
account of the rediscount of bills amounted to 173,000,000 
reichsmarks against 103,000,000 reichsmarks in 1930, 
and the total gross profit to 209,000,000 reichsmarks 
against 127,000,000. After allowing for expenses and the 
tax on the note circulation there was a net profit of 
107,000,000 reichsmarks against 40,000,000 in 1930. 
But the Reichsbank has decided to transfer by far the 
greater part of the profits, 94,000,000 reichsmarks, to 
the reserves. President Luther explained at the share- 
holders’ meeting of the Reichsbank that the profits 
obtained by the bank through the accentuation of the 
crisis last year could only be used for the mitigation of the 
crisis. Thus, the Reichsbank has allocated from its 
reserves, which have increased this year to over 400,000,000 
reichsmarks against a capital of 150,000,000 reichsmarks, 
the amount of 200,000,000 reichsmarks, and has applied 
it to the increase of the capital of its affiliate, the Gold 
Discount Bank. The latter uses the new capital for the 
purpose of taking over new shares of the banks which 
have been reconstructed with the aid of the Government, 
namely, the Deutsche Bank und Disconto-Gesellschaft, 
the Dresdner Bank and the Commerz- und Privatbank. 
By increasing the resources of the leading banks the 
Reichsbank has at the same time strengthened the 
character of its own bill holdings, for its debtors are, of 
course, the big commercial banks. In spite of the allo- 
cation of a great part of the resources of the Reichsbank 
for that purpose, the prospects of its private shareholders 
are very favourable. 

The reconstruction scheme of the leading banks which 
was explained in detail in the last issue of THE BANKER, 
has been approved in the meantime with alterations by 
the shareholders’ meetings of the banks concerned. 
The market prices of the bank shares have been adjusted 
to the reductions of the capital. The shares of the 
Commerz- und Privatbank, the Dresdner Bank, and also 
of the Danatbank, which latter will be exchanged next 
month for the shares of the Dresdner Bank, are quoted at 
about 30 per cent. under their future nominal value, 
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while the shares of the Deutsche Bank und Disconto- 
Gesellschaft are dealt with at over 40 per cent. above 
their future nominal value. The monthly returns of the 
banks for the end of February show a further moderate 
decline of creditors. The Deutsche Bank und Disconto- 
Gesellschaft possesses over 2,905,000,000 reichsmarks on 
deposits, and the Dresdner Bank over 2,575,000,000 
reichsmarks. On the occasion of the shareholders’ 
meeting held at the end of March and the beginning of 
April the boards of the Dresdner Bank and the Commerz- 
und Privatbank were reorganized, and they now include 
several nominees of the Government and of the Reichs- 
bank. The board of managers also includes a number of 
nominees of the Government. Herr Jacob Goldschmidt 
has definitely left the Danatbank. 

After an interval of seven months normal activity 
was resumed on the Berlin Bourse on April 12. Dealings 
on account remain prohibited, but prices are once more 
quoted. The main obstacle to the creation of a normal 
market has thereby been eliminated, and the public is 
no longer exposed to arbitrary quotations on the part of 
the brokers. Unfortunately the Government and the 
Bourse authorities hesitated too long before they decided 
to resume the publication of quotations. After President 
Hindenburg’s victory on March 13, and the comparatively 
good tendency in February and March, even the reper- 
cussions of the Kreuger affair were unable to prevent 
them from authorizing the resumption of normal activity 
on the Bourse. 


The Banking Situation in Holland 


By a Correspondent 


NLY two of the big Dutch banking institutions 
C)itave up till now, published their reports, the 

Amsterdamsche Bank N.V. and the Rotterdamsche 
Bankvereeniging N.V. In order to judge the general 
banking situation in Holland, however, it is just these 
two banks which furnish the most characteristic figures, 
as both of them, operating in Amsterdam and Rotterdam 
as well as—through their system of branch offices—in the 
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country, occupy a prominent place in the banking world 
of Holland. 

Shareholders, especially those of the Amsterdamsche 
Bank N.V., will no doubt consider the results disappoint- 
ing. For 1930, the Amsterdamsche Bank N.V. still 
declared a dividend of 8 per cent., which admittedly was 
a moderate one, seeing that the visible reserves were 
nearly as high as the share capital. For 1931, no dividend 
at all will be paid. With a share capital of Fl. 55 millions 
and visible reserves of Fl. 49-5 millions, gross profits of 
the Amsterdamsche Bank N.V. amounted to Fl. 15 mil- 
lions, but general expenses of Fl. 6 millions, depreciation 
of securities of about Fl. 5 millions, and depreciation of 
bills of Fl. 3-3 millions, had to be deducted. 

At the moment of the suspension of the gold standard 
in England the bank possessed a considerable investment 
in sterling, which had been acquired in consequence of 
the low level of interest in Holland, and which had to be 
disposed of at a severe loss. 

More important than the year’s results is the heavy 
fall in the figures representing deposits and creditors, 
which illustrates the financial situation in this country. 
The total of debtors, however, only shows a slight 
change. Deposits went down by Fl. 35 millions to 
Fl. 51 millions, and creditors by Fl. 22 millions to 
Fl. 98 millions. Such relatively small amounts give a 
clear picture of the monetary conditions in this country, 
and of the extent to which deposit money is being used 
compared with bank notes. Considering that, as the 
statement of the Netherlands Bank for April 4 shows, 
bank notes in circulation amount to almost FI. 1,000 
millions and deposits with the Netherlands Bank to 
Fl. 163 millions, the total of deposits and creditors with 
one of the biggest Dutch banking institutions represents 
an unimportant amount. The proportion in which 
deposit money against bank notes is being used in our 
country differs very much indeed from that in England 
and the United States. In the long and severe credit 
crisis we are now experiencing, the phenomenon we 
observe in our country may be called a favourable one. 
For the rise of the value of money may, to a very great 
extent, be ascribed to the demand for money for the 
redemption of short credits and other debts, and to the 
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reluctance to grant new credits. During a crisis difficulties 
increase in proportion to the quantity of credit currency 
in use. It may be considered as an advantage, therefore, 
when the money circulation, to a great extent, takes 
place by means of bank notes, especially as these bank 
notes are in Holland secured by gold up to about 76 per 
cent. A remarkable fact is that the capital and reserves 
of the Dutch banks form such a great percentage of the 
means furnished to the banks by others whilst, further, 
the demand for credit in the home market has not been 
sufficient even to enable the banks to make their 
resources remunerative. As a result the banks decided 
more and more to invest their surplus resources abroad, 
a course of action which, during the crisis, led to un- 
favourable consequences. This is shown in the first place 
by the heavy loss the Amsterdamsche Bank N.V. has 
suffered on its investment in sterling, but it is still more 
clearly shown in the proportion between the credits 
granted in the home market, and those granted to 
Germany and Austria. The report states that the bank’s 
interest in the “ Stillhalte’’ is no less than FI. 37 millions. 
For the moment it is a rather difficult problem for the 
banks in the various countries, interested in Central 
Europe, to decide at what percentage such claims may 
be valued in their balance sheet. The Amsterdamsche 
Bank N.V. has deferred the solution of this problem by 
the statement in the report that “the general reserve 
against debtors exceeds the amount of those claims 
which, judged on their own merits, might give rise to 
doubt.”” Only the addition “‘ judged on their own 
merits ’’ leaves an uncertainty in respect of the “ Still- 
halte ’’ claims which, to a certain extent, must be regarded 
as a unity. 

The liquidity of the Amsterdamsche Bank N.V. is 
exceedingly satisfactory. Immediately available means 
represent 130 per cent. of callable obligations. 

The Rotterdamsche Bankvereeniging N.V. will pay 
its shareholders a dividend of 3 per cent. as against 
5 per cent. last year. The share capital of this concern 
amounts to FI. 50 millions, and reserves to Fl]. 20 millions. 
There are still about half of the Fl. 25 millions Amortiza- 
tion certificates outstanding, which were created in 1924 
in redemption of a like amount of shares. Here deposits 
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and creditors amount to Fl. 200 millions, as against 
Fl. 279 millions last year. Immediately available means 
are Fl. 160 millions, i.e. Fl. 62 millions less than a year 
ago, whereas the total figure of debtors has diminished 
by Fl. 14 millions only to Fl. 127 millions. Here again 
the solution of the problem of the proper evaluation of 
the “Stillhalte’’ claims has been left in abeyance. 
These claims, on German debtors, amount to Fl. 16°5 
millions. In other countries with foreign exchange 
restrictions the bank has no engagements. An amount 
of Fl. 2 millions out of the profits has been reserved as a 
“special reserve against risks.” 

Though the amounts of deposits and of creditors, i.e. 
the deposit currency, show a high percentage of diminu- 
tion also with this institution, the significance of this 
currency in our country, as said before, is not decisive, 
and the rise of the value of money cannot, in the main, be 
ascribed to a diminution of the quantity, but much more 
to the strong demand for the redemption of debts as well 
as to the desire to exchange goods and securities into 
money, for fear of the risks connected with them. 

The two banking institutions in question may con- 
sider themselves strongly situated against this tendency 
as their liquidity is assured. 

The Dutch Government has introduced into Par- 
liament a Bill which is to settle the loss suffered by the 
Netherlands Bank on its sterling investment. This loss 
amounts to about FI. 30 millions, of which FI. 5 millions 
will be covered out of reserves, which will be reduced 
thereby to Fl. 8 millions, and another Fl. 5 millions out 
of last year’s profits (the bank’s fiscal year runs from 
April r to March 31), reducing the loss account to 
Fl. 20 millions, which is equal to the bank’s share capital. 
The Bill provides for a gradual discharge of the loss out 
of future profits in the following manner: First by 
Fl. 1 million a year, after which shareholders will receive 
a dividend of not more than 5 per cent., which, therefore, 
will require Fl. 1 million at most. Profits between 
Fl. rt million and Fl. 3 millions, however, will be equally 
divided between the Government and_ shareholders. 
Any surplus profits above Fl. 3 millions will be entirely 
used for discharging the loss. 

This Bill has not met with unanimous approval. The 
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Government apparently aims at a practical guarantee of 
a dividend of 5 per cent., so that at the worst the 
bank’s shares will not fall much below par. It has been 
argued, however, against this settlement that share- 
holders will be benefited at the expense of the public 
treasury. If, e.g. profits amount to Fl. 4 millions, the 
Government and shareholders will each receive Fl. 1 
million, whereas, up till now, the Government has had a 
much greater participation in the profits. In 1931 
shareholders got Fl. 1-5 millions and the Government 
Fl. 3-3 millions; with higher profits the difference was 
still greater; in 1930 the Government’s share was four 
times that of shareholders. It was also pointed out that, 
according to the plan, it would take many years for the 
loss to be completely written off, and that it was un- 
desirable to leave such a loss uncovered for so long a 
time. This argument is the more convincing, since the 
Netherlands Bank has abandoned the system of the gold 
exchange standard. For some years past the home 
market has been in little need of making use of the credit 
facilities available with our central institution. In 
consequence thereof a relatively great deal of the bank’s 
means has been invested abroad, so that, during the 
business year 1930-31, almost half of the gross profits of 
Fl. 12 millions were earned on such investment abroad. 
Those foreign profits will not be available in future, 
while the gold that has replaced the foreign bills produces 
no interest. 

In connection with its reduced earning power, it may 
be recalled that the issuing bank renders many valuable 
services to private banks as well as to industry and 
trade, for which no compensation is paid. All discount 
bills, which are declared eligible by the bank, find their 
way into the open market because of the fact that the 
bank has expressed its readiness to discount them in case 
of need. Again, whereas private banks very often ask a 
remuneration for granting a credit facility, this service is 
rendered by the issuing bank without any charge. The 
present world-wide credit crisis has shown, at least, that 
a much stronger control over the creation of credits by 
neutral authorities in the various countries is required, 
and it will prove desirable then that the issuing banks, 
which are the proper organizations for the exercise of 
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such a control, can pay their way and also keep their 
position very liquid. At present an exactly converse 
situation exists, for each increase in liquidity involves a 
fresh loss of earning power. 


International Banking Keview 


ITALY 


HE net profits of the Bank of Italy for the year 
I193I amounted to 77,810,270 lire, an increase of 
4,300,000 lireagainst 1930. At the shareholders’ meet- 
ing on March 31, Signor Azzolini, Governor of the bank, 
stated that the gold and foreign exchange reserves declined 
during the past year by 1,827 million lire. At the same 
time, the note circulation was reduced by 1,385 million lire. 

There have been some complaints lately on the part 
of the commercial banks about the competition of the 
Post Office Savings Bank. As the latter enjoys Govern- 
ment guarantee it commands greater confidence than 
many of the banks, and as its deposit rate is only about 
+ per cent. below the rate paid by the banks there is a 
tendency to transfer to them deposits from banks. It is 
suggested that either the deposit rate paid by the Post 
Office Savings Bank should be reduced or the official 
propaganda aiming at attracting deposits should be 
abandoned. There is little likelihood of either course 
being adopted, as the Post Office Savings Bank has 
provided a very useful channel for attracting savings 
which might otherwise have been hoarded. The Post 
Office Savings Bank deposits its funds with the Cassa 
Depositi e Prestiti, which again transfers its surplus to 
the Treasury or the Bank of Italy. It is thanks to this 
system that the Bank of Italy was able to avoid an 
increase of the note circulation. 

Rumours that the Istituto Italiano di Credito 
Marittimo may call the unpaid portion of its share capital 
of 150,000,000 lire, amounting to some 23,000,000 lire, 
and the suspension of the quotation of the shares in 
Milan, have caused some uneasiness abroad as to the 
position of that bank. It appears, however, that there 
was no reason for anxiety. As the shares are held almost 
exclusively by interests associated with the bank their 
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quotation does not concern the public. In any case, it 
may be taken for granted that the Government would 
support the bank should the necessity arise. 


SWEDEN 


The Swedish banking position continues to be under 
the shadow of the Kreuger crisis. It has been ascertained 
that the credits granted to the Kreuger concern by the 
Skandinaviska Kreditaktiebolaget and the Riksbank 
amount to some 240 million kronor. In February 1931, 
the amount granted by the Skandinaviska Kreditaktie- 
bolaget was only 50 millions, but next month it had to be 
raised to 180 millions, and by September it was raised 
to 200 millions. After this, the Riksbank granted a direct 
credit of 40 millions under the guarantee of the Skan- 
dinaviska Kreditaktiebolaget. It is now beyond doubt 
that the reason why Sweden had to suspend the gold 
standard was the necessity of arranging these credits, 
the proceeds of which were used for meeting the external 
obligations of the Kreuger group, such as the German and 
Polish loans. 

Whatever be the history of the crisis and the extent 
of the responsibility of various parties in it, there is no 
reason for uneasiness as to the position of the Skan- 
dinaviska Kreditaktiebolaget. It has already obtained 
official support and would undoubtedly be further sup- 
ported if necessary. Nor is there any reason to fear 
unduly grave repercussions of the crisis upon other 
Swedish banks. As is generally known, the leading bank, 
the Stockholms Enskilda Bank, has never had any 
dealings with the Kreuger group and is not in the least 
affected by the crisis. Some smaller banks are involved 
to some extent, but they are in a position to stand the 
losses. The Ostergotlands Enskilda Bank, Linkoping, 
has issued a statement that the maximum of possible 
losses of the bank on loans on Kreuger securities, as well 
as on loans to the Kreuger companies, cannot possibly 
exceed the amount of the reserve fund and other reserves. 
The Uplands Enskilda Bank, Upsala, issued a com- 
muniqué stating that its losses in connection with the 
Kreuger crisis are covered by the amount placed last 
year to the contingency reserve. 
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AUSTRIA 





The negotiations as to the reconstruction of the 
Creditanstalt have come to a complete standstill, owing 
to the elections in Austria. Meanwhile, a dispute has 
arisen as to certain London deposits of the Austrian 
National Bank. At the time of the amalgamation of the 
Allgemeine Oesterreichische Bodencredit-Anstalt with 
the Creditanstalt, additional credits were granted to the 
latter, in connection with which the National Bank 
deposited certain amounts in London. It is now claimed 
from the English side that the deposits serve as a guaran- 
tee of the credits, while the National Bank claims that 
there has been no legal connection between them and the 
credits. 

Details of the report of the creditors’ committee of 
the Vienna banking firm Auspitz Lieben & Co. are now 
available. The firm suspended payments at the time of 
the Creditanstalt crisis, and British and other foreign 
creditors are involved to a considerable extent. Accord- 
ing to the balance sheet drawn up last year as at July 1, 
1931, the banking house had a deficit of 19 million 
schillings, but it was expected that the private fortunes 
of the partners would practically cover the deficit. In 
the light of subsequent developments, however, this 
assumption has proved too optimistic. The realization 
of the assets has resulted in unexpectedly heavy losses, 
while the value of the private fortunes of the partners, 
consisting mainly of objects of art and buildings, has 
also fallen considerably as a result of the depression. 
Several important debtors of the firm have become 
insolvent. Among others, the Lederer concern, which 
owes the bank three million schillings, has suspended 
payment. This claim is regarded as safe ; in fact, arrange- 
ments have been made for an immediate repayment of 
one-third and the repayment of the rest by 1933. The 
definite conclusion of the agreement has, however, been 
prevented by the exchange restrictions which have made 
it impossible to satisfy foreign creditors. 
































CZECHOSLOVAKIA 


An agreement has been concluded between the four 
leading banks, the Zivnostenska Banka, Bohemian Union 
N 
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Bank, Bohemian Discount Bank, and the Bank for 
Commerce and Industry, to reduce their share capital. 
The exact amount of the reduction is not known up to 
now, but is believed to be between 20 and 25 per cent. in 
every case. The reduction will assume the form of 
cancelling the shares held by the banks in their own 
portfolio. At the same time, the reserves will also be 
considerably reduced, so as to provide for the losses 
caused by the depression. The dividends of the leading 
banks will also be reduced, while some banks will pass 
their dividends altogether. 


HOLLAND 


The annual report of the Amsterdamsche Bank states 
that the bank’s net profits have declined from f1.6,300,000 
in 1930, to fl.254,000 in 1931. It has been decided to 
pass the dividend. The cause of the decline of the profits 
is the loss suffered on the bank’s sterling balances. 

The Rotterdamsche Bankvereeniging, which had to 
be reconstructed some years ago, showed a more satisfac- 
tory year, and was able to declare a dividend of 3 per 
cent. against 5 per cent. for 1930. 


BELGIUM 


The Banque de Bruxelles has requested us to state 
that the information according to which it had a big 
sterling credit at the time of the suspension of the gold 
standard, on which it was said to have earned a consider- 
able profit through the depreciation of sterling, is un- 
founded. 


YUGOSLAVIA 


The First Croatian Savings Bank, which is one of the 
leading banks of the country, availed itself of the law 
authorizing it to suspend the repayment of its deposits 
for a certain period. Its difficulties were due to the 
immobilization of its agricultural credits as a result of the 
partial moratorium granted to agricultural debtors, and 
to the aggravation of the political situation as a result of 
the Croatian separatist movement. For political reasons, 
the Yugoslav Government has refrained from assisting 
the bank, whose failure is likely to produce severe reper- 
cussions in the country. 
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Banking Reviews 
English Reviews 


NDER the title “ America’s Economic Outlook ” 
| | the WESTMINSTER BANK review for March provides 

a vivid description of the striking effects of the 
depression in the United States. The writer points out 
that “if any country might pardonably have prided itself 
on the taking of all possible protective measures against 
the slings and arrows of economic depression, that country 
was surely America in the decade after the Great War.” 
America possessed : more gold than any other country 
in the world; a virile people and a temperate climate; 
a very high standard of life; an excellent central banking 
system; and the finest statistical and intelligence service 
in the world. Yet the depression has fallen upon this 
powerful nation and fallen more heavily in many ways 
than upon our own country. What are the reasons? 
The writer in the above review suggests that there are 
“three points in the national organization on which 
anxiety became focussed as the movement reached its 
advanced stages.’’ Firstly, the number of failures in the 
local banking system, which has caused much hoarding 
of currency and which by causing forced liquidation of 
assets has prolonged and accentuated the decline in 
Stock Exchange prices. Secondly, the large number of 
unemployed, estimated at 12 millions at the end of 1931, 
and for whose relief there is no national system as there is 
in this country. “‘ The finances of large municipalities 
like New York became severely strained and the social 
consequences of a threat of semi-starvation of millions of 
able-bodied persons and their families became a factor 
whose import could scarcely be disregarded.’’ The third 
unsatisfactory feature ‘was the inertia which appeared 
to be spreading throughout a nation rightly famous in 
normal times for its enterprise and initiative.”’ The 
writer does not, however, attempt to analyse the funda- 
mental factors which allowed America to succumb to a 
depression which, in comparatively few months, wiped 
out the economic progress of a decade. He does not 
mention the 1928-9 ‘“ Bull” position on the Stock 
Exchange, which was unjustifiable, nor the fact that the 
proportion of retail purchases by the community on the 

N 2 












































164 THE BANKER 


instalment plan was too great, and it seems that there 
must have been other factors which were contributing to 
the financial and trade depression. We should welcome 
a further analysis on these lines of the depression in 
America. 

The MIDLAND BANK review for March-April contains 
an excellent examination of “‘ The French Gold Inflow 
and the Outcome.” The writer attributes the inflow to 
two distinct processes: “‘ realization of existing foreign 
short-term assets, and a currently accruing surplus on the 
balance of payments over and above meagre long-term 
investments abroad.’’ He considers that a point has now 
been reached when the Bank of France and other French 
banks cannot realize much more short-term foreign assets 
in exchange for incoming gold, and the balance of current 
payments is not large enough to pay for a further heavy 
gold inflow. He then discusses the failure of this gold 
inflow to cause a rise of prices in France and thereby 
bring about its own distribution. He suggests that 
French internal prices were unduly low at the com- 
mencement of the period and that the gold imports, while 
causing little rise, prevented a further fall; but he con- 
siders that the chief reason for the gold having had little 
effect has been due to the extent to which private hoarding 
of both gold and notes has increased. He points out that 
“ hoarding is a personal luxury as well as a national vice,”’ 
and he questions whether the present position in France 
will allow it to continue. Thus for several reasons we 
may look for a gradual decline in the flow of gold to 
France. 

A further article in the above review deals with the 
trend of British Migration as evidenced by statistics 
recently published in the Board of Trade Journal. The 
same subject is also considered in BARCLAYS BANK 
review for April. The change from a net outward 
movement of 26,000 persons in 1930 to a net inward 
movement in 1931 of 37,000 is of considerable importance 
as it cannot fail to accentuate our difficulties ‘‘ by making 
an unrecorded addition to the real total of unemployed.”’ 

“The Burden of Taxation ”’ is the title of an interesting 
analysis of our financial position which appears in the 
April number of LLoyps BANK review. The gist of the 
article is that “‘ there is grave reason to believe that direct 
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taxation, including death duties, has passed saturation 
point and that if present rates are maintained, the total 
yield will henceforward decline.”” Moreover, trade cannot 
recover to any extent under the crippling burden of the 
present heavy direct taxation. Hence if funds permit, 
the Government should aim at the following three 
objectives :— 
“ (1) Some practical method of lightening the burden 
of income tax upon undistributed profits. 
(2) A reduction in the standard rate of income tax. 
(3) Some concession in respect of reliefs granted 
upon smaller incomes.” 


Foreign Reviews 


A writer in UNITAS, the quarterly review for February 
published by the NoRDISKA FORENINGSBANKEN, Helsing- 
fors, once more calls attention to the absurd policy of all 
the nations of the world endeavouring to shut their 
markets to imports and at the same time endeavouring 
to increase their exports. Another and important 
element which is mitigating against international trade 
is the absence of an international measure of value. The 
writer suggests that sterling is the most suitable currency 
and urges the central banks to co-operate so that sterling 
may be maintained at a stable level. 

We have received this month a copy of the report for 
1931 of the SVERIGES RIKSBANK. The very full statistics 
are published in French and Swedish, but unfortunately 
the report itself is only written in Swedish and the use, 
therefore, of an excellent publication is thereby very 
much reduced. 

The Economic Report for February-March of the 
HUNGARIAN GENERAL CREDITBANK devotes considerable 
space to the present position of Government Finance and 
draws attention to the reductions in expenditure already 
made, and the author considers that even further reduc- 
tions must be made if Budget equilibrium is to be ensured. 
Further space is devoted to the Foreign Exchange situa- 
tion in Hungary and to the recommendations and com- 
ments made by the Finance Committee of the League 
of Nations on this particular subject. The present situa- 
tion is mainly attributed to the events in Vienna last 
May and to a great shrinkage in exports. In order to 
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maintain foreign payments, resource, for a time, was had 
to credits of the Bank for International Settlements and 
to the proceeds of Treasury Bills issued abroad in 1931. 
When these and the assets of the National Bank were 
exhausted the transfer moratorium had to be applied. 
The Finance Committee of the League of Nations comes 
to the conclusion that no other policy than a moratorium 
on foreign transfers was possible. 

The Monthly Review for February published by the 
NATIONAL Economic BANK, Warsaw, contains an article 
entitled, ‘‘ Short Term Credit in Poland in 1931,” which 
explains the reason why Poland has managed to keep 
clear, to a certain extent, of the international financial 
crisis. In the words of the writer, “‘ Being a predomi- 
nantly agricultural country, Poland has a less complicated 
financial structure than many of the industrial countries 
and is, accordingly, less involved in the international 
exchange of capital.”’ Poland has, of course, felt the 
effects of the financial crisis, but the writer adds that 
owing to the position of the country the prospects for the 
future are a great deal better than might have been 
imagined. 

The GUARANTY SURVEY and the review of the 
NATIONAL CiTy BANK OF NEW YoRK for March both 
refer to the Glass-Steagall Banking Bill, which aims at 
increasing the latitude of the Reserve Banks in their 
operations on the open market and in their relations with 
their member banks. We are indeed up against a great 
difficulty in appraising this measure when we read in the 
GUARANTY SURVEY that, “‘ bankers are unanimous in 
their opposition to such legislation ’’ and in the NATIONAL 
City BANK review that, “ Both security and commodity 
markets responded at once to the hopes of improvement 
afforded by the introduction of the Glass-Steagall bill.” 
In short, the GUARANTY SURVEY is definitely opposed to 
the bill and the NATIONAL City BANK is in favour of it. 
The former states that the Act will “ undoubtedly force 
further deflation,’ whereas the NATIONAL CITY BANK 
does its best to allay any fear of inflation which the Act 
may arouse. The subject is discussed in our April issue 
in an article entitled “‘ American Banking,”’ but broadly 
summarized the Act is framed to enable the Reserve 
Banks to issue notes against security which previously 
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was not eligible for that purpose. In this manner the 
member banks will be able to borrow from the Reserve 
Banks on security which, whilst it is good, did not 
previously conform to the regulations of the Federal 
Reserve Act. As far as we can judge, the whole purpose 
of the Bill is to enable banks to thaw their frozen assets, 
thereby making their funds liquid again. Such a measure 
will obviously tend to restore confidence in a large number 
of the smaller banks throughout the country. The fear 
that the Reserve Banks may be the dumping ground of 
low grade paper is not justified, as the Act sets up various 
safeguards against such contingencies. The writer of the 
article in the NATIONAL City BANK review concludes with 
the following : ‘‘ Unquestionably, proposals to change the 
fundamental banking law of the country are not to be 
taken lightly, but a means must be provided to support 
the banking system during a time of stress, not so much 
for the sake of the banks themselves, but because the 
recovery of all business depends upon the ability to 


obtain credit.”’ ee 
Books 


THE COINAGE OF ENGLAND. By SIR CHARLES OMAN. 
(Oxford University Press, 21s.) 

ENGLISH Coins. By G. C. Brooke. (Methuen & Co., 
22s. 6d.) 


THE publication of two extremely valuable handbooks 
on English coins coincides with an unexpected revival of 
public interest in the subject. As a result of the “ gold 
rush,”’ a large number of gold coins which have hitherto 
been kept for generations as family heirlooms have come 
to the market. Bullion brokers, bankers, goldsmiths, etc., 
every now and then come across unknown coins. A 
slightly better knowledge of numismatics or the possession 
of a handy reference book might prevent them from 
melting down or selling coins of historical interest. 
Apart altogether from utilitarian considerations, the 
subject is in itself fascinating, and bankers, being traders 
in money, should know something about it. The authors 
of both books are leading experts; Sir Charles Oman has 
been for many years President of the Royal Numismatic 
Society, while Dr. Brooke is Acting Deputy Keeper of 



















































168 THE BANKER 
Coins in the British Museum. Both present a wealth of 
material, covering an immense field—from the early 
Saxon days to our days—and it is by no means easy to 
choose between them. Perhaps Sir Charles Oman’s book 
is more readable to the uninitiated; on the other hand, 
Dr. Brooke’s book contains a larger number of plates and 
a helpful key to the plates. 


THE Economic History OF ENGLAND. Vols. II and III. 
THE AGE OF MERCANTILISM. By E. LIPSON. 
(A. & C. Black, Ltd., 30s.) 


THOSE who have read Vol. I of Mr. Lipson’s work, 
dealing with The Middle Ages, will undoubtedly welcome 
the publication of two additional volumes. Nor will 
they be disappointed, for his description of ‘‘ The Age of 
Mercantilism ”’ is quite up to the high standard of the first 
part of his work. Mr. Lipson surveys every branch of 
economic activity during a highly interesting period. 
While no special section is devoted to the description of 
the development of banking there is ample material in 
various chapters indicating the part played by early banks 
and finance in the development of industry and commerfce. 
Section I of Chapter V, on “ Capital and Finance” 
is particularly worth reading by students of banking: 

It is gratifying to learn, for instance, that, as early as 
1721, people abroad were “ glad to keep their money here 
and transmit more to us, because the interest is higher 
and the principal more secure than in any other part of 
the world.’”’ Those preoccupied with the problem of 
foreign holdings of War Loan that render conversion 
more difficult may find some satisfaction to discover that 
the same state of affairs existed 200 years ago; in 1728, a 
writer said that ‘‘ foreigners have a large share in our 
public funds, amounting to about seven or eight millions.” 
The book is written in a very attractive style, and is calcu- 
lated to arouse the interest in economic history of those 
who have not hitherto taken any interest in that subject. 


CO-OPERATIVE BANKING. By N. Barov. With an 
Introduction by LorD PAssFIELD. London, 1932. 
(P. S. King and Son. Price 15s.) 


IN spite of the increasing importance of co-operative 
banking in a number of countries, comparatively little 
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is known on the subject. Mr. Barou’s new book supplies 
a large amount of useful and interesting information, 
covering practically every civilized and semi-civilized 
country where the system is in operation. After describ- 
ing the general scope of co-operative banking, the book 
goes into the details of the various types, such as con- 
sumers’ co-operative banks, labour banks, small pro- 
ducers’ banks in towns, agricultural co-operative banks, 
and co-operative banks for foreign trade. It describes 
further the organization, sphere of operations, and invest- 
ment methods of co-operative banks, and deals with the 
international problem of co-operative banking. The book 
contains a great deal of hitherto unavailable statistical 
material. It may be regarded as the standard work on 
the subject. 


THE VALUE OF Money. By TJARDUS GREIDANUS. 
London. (P. S. King & Son, Ltd., price 15s.) 


TuIs book falls into two parts. First comes a review 
of the development of monetary theory from the earliest 
days up to the present moment, and secondly comes an 
enunciation of M. Greidanus’ own views. In the first 
and longest part, the author deals exhaustively and 
critically with such well-known economists as Adam 
Smith, Ricardo, Mill and Jevons, and in present times 
Irving Fisher, Cassel, Schumpeter, Kemmerer, Keynes, 
Pigou, Cannan, Hawtrey and D. H. Robertson. This 
list, which is far from complete, illustrates the extensive 
nature of M. Greidanus’ researches, and where, as is often 
the case, he is in disagreement with the theories advanced, 
he does not hesitate to explain why. This part of the 
book alone is of inestimable value, even if considered as an 
exposition of past and present thought. In the second 
part he sets himself to what he calls his real task, which is 
the search for the factors that cause and determine the 
value of money, and the determination and explanation 
of this value. Here again his investigation is equally 
painstaking and exhaustive, and whether or not future 
opinion, when it comes to review him in his turn, will be 
in agreement with his conclusions, there is no doubt that 
he has made a notable contribution to monetary theory. 
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Table I GOLD HOLDINGS 


(IN MILLIONS OF £) 






















































































“a | | GERMANY 

ENGLAND| U.S.A. | FRANCE | BELGIUM  S&THER- | peNMARK) NORWAY | SWEDEN 

} | | | | Total | r RUSSIA 
ee == Ss a ee 2 — 

1929 | | 
JANUARY... | 154-2 | 540-8 263-1 25-8 35-9 | 9-5 8-1 13-0 | 1336 | 4 
APRIL .. | 155°8 570-2 275-3 26-0 34-9 9-5 8-1 12-9 | 126-3 | 4p 18-9 
JULY .. | 154-4 | 596-3 295-2 28-8 36-7 9-5 | 81 12-9 97:6 | 4p 19-0 
OcTOBER .. | 131-7 | 619-0 320-2 29-3 36-6 | 95 8-1 | 13-3 | 108-3] 4 ie 

1930 
JANUARY .. | 150-5 601-9 $41:8 | 33-6 37-0 9-5 8-1 13-5 | 111°8/ 1 
APRIL .. | 156-2 620-9 3410 | 33-8 85-7 9-5 8-1 13-4 | 1245 | 1p 30-2 
JULY -- | 156°8 615°1 355-6 34-3 35°7 9-5 8-1 13-3 | 128-2) 1h 33-2 
OcTOBER .. | 155-6 611-0 395-3 36-2 32-7 9-5 8-1 13-3 | 119: 1 . 

, 

1931 
JANUARY .. | 145-9 604-3 432-6 | 39-2 85-2 9-5 8-1 13-3 | 108-5 | 1 
APRIL ..| 144°5 640-1 451-6 41-1 36°8 9-5 8-1 13-2 | 114-7) yp S11 
May «| 147-5 651-8 447-8 41-3 37-2 | 9-5 8-1 13-2 | 116-0 wip 53°2 
JUNE -- | 151-9 669-7 450-3 | 41-4 37-2 | 9-5 8-1 13-2 | 112-6 py 53°3 
JULY «- | 168°3 701-1 452°7 41-0 41-1 9-5 8-1 | 13-1 69-6 | pip 53°8 
AvuGusT .. | 183-5 704-6 471-4 44°7 49°8 9-5 8-1 | 18:1 | 66:8 4p 58-7 
SEPTEMBER | 134-3 | 712-1 471-5 46.4 54°3 9°5 8-1 | 12°6 66-9 ip 54-9 
OoToBER .. | 134-8 644-9 481-5 71-3 58-0 9-0 8-0 | 10-9 63-7 4p 57°5 
NOVEMBER | 135:7 | 562-8 520°5 73°4 70°7 9-0 9°5 11°7 56-0 | 4p 60-2 
DECEMBER | 120°7 | 645-2 546°2 | 73-1 74-4 | 7-9 8-7 | 11-3 | 40:2) i = 

| ‘ 
| | | | 

1982 | 
JANUARY .. | 120-7 613-9 554-4 | 72°8 | 73:3 7-9 8-5 11-3 8:2 | $i 
FEBRUARY | 120-8 | 610-4 | 576-6 | 72-4 | 71-5 8-1 8-5 11-3 46-4 | Mp 87-4 
MARCH | 120-8 | 603-9 | 609-8 72-0 | 72-6 | 8-0 8-5 11-3 45-4 WB 875 
APRIL .. | 120-8 20-1 | 618-2 71-8 | 73°2 | 8-0 8-5 11:3 43-0 | i a 

1 The figures are taken from them 
2 Excluding a small amount beldi 
8 Gold and silver holdings. 
Table II CREDIT AND CURRENCY (millions. of £) 
1 2 . 
CLEARING BANKS BANK OF ENGLAND 
{ 
Other Deposits Government 
| 7 a _______| Securities 8 
Deposits Cash Advances in Banking | Reserve Notes in 
Bankers’ Depart- Circulation 
Total Balances ment 
' 

1929 | | 
JANUARY .. | 1,809-3 198-0 956-1 105-0 | 67-6 55:1 49-8 | 363-9 J 
APRIL ++ | 1,748-2 188-5 985-8 99:0 | 62-6 51-2 55:3 360°4 J 
JULY -- | 1,778°2 189-9 985-9 101:9 | 65-0 47°3 43-2 368-9 J 
OCTOBER .. | 1,764°5 189-2 973°7 | 101-4 | 63-6 72-2 31-4 360°7 C 

1930 
JANUARY .. | 1,767-5 192-0 969-1 | 111-8 75°5 64-9 53:5 855°8 J 
APRIL | 1,712-0 187-2 968-2 101-7 65-2 57-1 60°6 359°8 A 
JULY -. | 1,749-0 191-2 950-4 | 107-0 70°3 52:4 49-8 365-0 J 
OCTOBER .. 1,791-0 188-7 922°3 | 95-9 61-0 42-2 60°6 357°2 | ‘ 

| 

1931 | 
JANUARY .. | 1,835-9 | 194-6 | 907-4 97-7 64-4 48-8 51-4 351°7 J 
MARCH | 1,726-0 180-7 | 919-5 94-3 60-8 30-3 52-6 349°3 ¥ 
APRIL | 1,698-1 175-4 | 923-5 91-9 56-6 32-0 51-9 353°7 A 
May | 1,699-8 176-3 | 917-9 92-4 58-1 33-3 55°5 353-9 N 
JUNE | 1,744°4 184-3 | 906-6 102-3 68°7 33-2 63°8 353-9 J 
JULY | 1,750-3 180-7 896-7 103-1 69°3 36-3 56-3 358°1 J 
AUGUST | 1,708-3 176-9 | 892-4 98-5 59-3 50°4 50-7 357°5 A 
SEPTEMBER | 1,675-4 170°7 895-0 111-5 60-2 56°7 55°8 354°1 8 
OCTOBER .. | 1,687-8 | 172-9 894°4 120-4 68-3 56-5 53-6 356°8 ! 
NOVEMBER.. | 1,670-1 170-1 884-6 98-8 60-2 55:1 39-4 356°3 d 
DECEMBER. . 1,700-2 181-1 | 884-0 166:7* 126-4* 95-3* 31-6* 364°2° D 

| | 

1932 
JANUARY .. | 1,677°1 176-9 889-3 112°5 74:3 45°3 49-9 345-9 J 
FEBRUARY... | 1,621-4 169-8 886-2 100-1 | 67-9 33-7 49-4 346-4 F 
MARCH 15639-1 | 171-0 886 0 88-9 | 54-6 35°7 35°3 360°5 











8 Average weekly balances, nine banks. * Average of four or five weekly returns. * The figures prior t0 
amalgamation of note issues (Nov. 22, 1928) are not comparable with those succeeding. (See “A Bankers | 
a. “ Dec. 1928 issue.) * Prior to November 1928, “ adjusted” total of bank-note and eurrency note | 
circulations. 

* Since December, 1931, figures relate to last Wednesday in each month. 
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Table IV MONEE R 





LONDON 





| Discount Rates Treasury Bills 





| 
. ‘ | Day to | } 
Ww 
schenting Bank Rate Da Bank Bills Weekly Tender | Amount Aniount 
| 
| 
| 


Loan Rate | ‘5 months te | ‘Offered | Applied for 


Per cent. Percent. | Percent. Per cent. Per cent. | £ millions £ millions 





1931 

DECEMBER 5 F | | 
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All figures given above, except thei} 
* Since December 11, mj} * 


Table V FOREIG} ! 





NEW YORK) MONTREAL PARIS BRUSSELS MILAN ZURICH MADRID 
Stok | Stok | Frto£ Belga to £ Lire to £ Fr. to £- P’tas to £ | 





ee — _ — en 


PAR OF EXCHANGE.. .. 84 Pr | 12¢°21 35°00 92°46 25°2215 25"2ais 








1929 
JANUARY.. ee 
APRIL * ‘ 
JULY ee 
OCTOBER.. 


1930 
JANUARY... oe 
APRIL 
JULY és 
OCTOBER. . 


1931 
JANUARY es 
MARCH 
APRIL 
May 
JUNE 
JULY ee 
AUGUST .. 
SEPTEMBER 
OCTOBER.. 
NOVEMBER 
DECEMBER 


CHS P hE ee Pp 
PPh PPh PP PP 


1932 
JANUARY oe ee ° ° } 7 ° ° +582 
FEBRUARY ret * 3°96: 3 ° ° +725 
MARCH .. ‘ae ad ° “05% . ° *753 


———— 


“1 ‘The old parity of 25-2215 ata 
* The old parity of 25-2215" 
3 Berne until November 19 | Ba, 
4 Average Oct. 1 to Oct. % 








STATISTICAL TABLES 173 






































MONF RATES Table IV—cont. 
NEW YORK | PARIS BERLIN AMSTERDAM 
Ee r | = — | a = ~ = pee — —_— ie te 
| Market | Market Market | Market 
Bank Rate} Discount | Call Money | Bank Rate | Discount Bank Rate | Discount Bank Rate Discount 
Aniount | Rate | Rate | Rate Rate 
Applied for | | | | 
£ millions | Per cent. | Per cent. | Per cent. Per cent. Per cent. | Per cent. | Per cent. Per cent. Per cent. 
— — —= - — — | —_— 
49: % | 3% 2 | 2 s | 8 3 1% 
4-9 3 3% 2+ 34 | 2 7 7 3 1} 
42-4 33 | 0 8 t | 2 2 1% 7 | # 3 2 
56-1 | & | Se 3 4% | 2 7 | @ 3 3 
50-3 Sr r,s 7} 7 3 24 
| | | | | 
| | | 
59: 3+ 3% |} 2% | 2 7 i ¥ 3 2 
30-5 34 yr) a) ,; | @ 3 23 
40°0 3t | 2 2 2+ | 2t 7 | 7 3 3 
42-8 34 2H 24 2 CS $ 2 | @ 3 2 
34°2 3t 213 2 24 2¢ 7 | o 3 2t 
35°2 3¢ CO 22 2 2+ } 2% 7 | 6 3 2 
59-1 3 213 2+ 24 2% 7 | 6% 3 2k 
61-6 3 ot 2+ 2+ | 2 7 63 3 1% 
52-6 3 2 2+ 2+ 2% 7 63 3 1; 
71°5 3 2i 2+ 24 2 6 6 3 | 1 
74:0 3 2% 2¢ 2¢ 2 6 6 3 1g 
60°3 3 2% 24 2¢ 2 6 6 3 | l& 
61°9 8 2is 2+ 2+ 2 6 5t 3 | 1} 
76°2 3 2is 2+ 24 2 6 6 3 1 





, except the Treasury Bills, are averages of daily rates. 
caer a are those of Friday each week. 


FOREI}| -XCHANGES Table V—cont. 





AVERAGES 


























M pen j |AMSTERDAM BERLIN PRAGUE | WARSAW |\STOCKHOLM BOMBAY KOBE RIO DE | BUENOS 
it se ‘ | iS ee ies) fe JANEIRO} AIRES 
P'tas to £ = a | Rmk. to £ vamaaies £) becca | | d. per Rupee Beis Yen. _Miifets. Gold Beso. 
wally | | axt07 20°43 16625 | 43738 18159 8 2458 58997 | 47°619 
| | 
29-751 12-091 | 20-402 163-83 | 43-313 | 18-138 18-06 22-55 5-905 47-41 
32-928 12-090 | 20-475 163-89 43-313 18-173 17-96 22-08 | 5-869 | 47-28 
33-451 12-086 | 20-359 163-87 43-308 18-098 17-82 22°54 | 5-873 | 47-28 
33-586 12-098 | 20-397 164-42 43-418 18-141 17-87 23-58 5-860 | 46-82 
| | | 
37-017 | 12-102 | 20-38 164-56 43398 18-136 17°93 24-25 | 5-525 | 45-04 
38-946 12-098 | 20-375 164-17 43-416 18-092 17°86 24:38 | 5-748 43-71 
12-908 12-093 | 20-383 164-06 43-382 18-097 17-82 24:39 | 5:368 | 40-50 
47-141 12-061 | 20-412 163:78 | 43-375 | 18-095 17-82 24°52 | (#)5-119 38-49 
| | 
16-640 12-066 | 20-419 163'91 | 43-312 | 18-138 17-78 | 24-48 | 4-461 | 84-49 
15-298 | 12-110 | 20-406 163-94 43-375 | 18-143 17°88 | 24-41 | 3-883 | 38-60 
17-015 | 12*106 | 20-409 164:06 | 43-375 | 18-148 17°85 | 24-41 | 8-618 | 387-68 
18-840 12-103 | 20-433 164:12 | 48-375 18-143 17°86 24-41 | 3380 | 34-91 
50°516 12-088 | 20-497 164-19 43-375 18-143 17°85 24-39 | 8-730 34°72 
52-018 12-056 | 20-967 164-01 43°412 | 18-145 17-81 | 24°40 8-579 | 33°61 
55° 685 12-046 | 20-573 163-98 | 43-375 | 18-158 17°77 24-41 3:151 | 31-93 
50-766 | 11°263 | 19-365 153°43 37-458 17-501 | 17°77 26:19 | 3-162 | 31°81 
3-366 9-630 | 16-702 130-68 34-646 | 16-811 17-88 30-07 3-502 32-03 
13-182 9-264 | 15-683 125-22 32-990 | 17:947 18:13 | 31:79 | 8-960 | 87-74 
10-138 8°375 | 14-250 113-49 | 30-250 | 18-014 18-13 82°55 | 4°286 | 40-84 
| | | | | 
| 
, 8-541 | 14-484 115°75 30-690 | 17-867 18:13 | 25-27 | 4-290 | 40-08 
re | 8555 | 14-534 116-64 | 30-790 | 17-925 18-14 | 24-11 | 4-185 39-68 
17 +695 9-008 15-246 122-43 | 32-370 18-298 18°15 | 21-43 4°058 | 38°78 
_f : : 
pa Sbandoned as fr: J 
f 25-2215 # ‘om June 25, 1928. 
f 95-2215 #)**2doned as from December 22, 1927. 
rember 1 


928 
to Oct. 4 Banks closed during remainder of month. 

















1929 
JANUARY 
APRIL 
JULY.. 
OCTOBER 


1930 
JANUARY 
APRIL 
JULY .. 
OCTOBER 












1931 
JANUARY 
MARCH 
APRIL 
May .. 
JUNE.. 
JULY.. 
AUGUST 


OCTOBER 
DECEMBER 
1932 







SEPTEMBER .. 


NOVEMBER .. 














1 Daily averages. 


* “Country ” clearings at London Clearing House. 
** Country ” and Provincial) adjusted, for comparative purposes, by application of Board of Trade index | ce 
number of wholesale prices (1924 = 100). 
of the London and Cambridge Economic Service. 

* Since December, 1931, figures published monthly. 





Re-exports 


£ 
millions 


a 
conmoe 
Ono 


JANUARY 
FEBRUARY 
MARCH 
| OVERSEAS TRADE 
| Imports } Exports 
oe 
millions | millions 
1929 | 
JANUARY ..| 116-1 | 66-9 
APRIL 104-2 60-2 
JULY es 93°6 | 66-5 
OCTOBER ..| 110°3 64°6 
1930 } 
JANUARY ..| 101°9 | 58-3 
APRIL 83-9 | 46-9 
JULY 85-2 50-7 
OCTOBER 90-9 46-9 
| 
1931 | 
JANUARY ..| 75°6 | 37°6 
MARCH 70-7 34-0 
APRIL 70-0 32-5 
May 69-6 33-9 
JUNE 68-6 29-4 
JULY ee 70:1 34-3 
AUGUST 65-3 29-1 
SEPTEMBER | 68-3 29°8 
OCTOBER .. 80-7 32°38 
NOVEMBER 83-2 31-9 
DECEMBER 77-0 32-1 
1932 
JANUARY 62°3 31-1 
FEBRUARY .. 70-2 30-0 
MARCH 61-1 31-2 
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Table VI BRITISH TRA) 
COAL PIG-IRON (1) | STEEL (1) 
Exports | 
Production (including Peed pd Production | Production 
Coke) | last 
Millionsof | Millionsof | *teMdof | qiousands of | Thousand 
Tons, | Tons | month “Ton | Tous 
22-4 4:9 139 564 765 
20-9 5-0 152 611 809 
21-1 6-3 167 672 805 
23-0 6:2 


~ 
@ 
oOnNw@ 


~ 
_ 
AQAANOK KH OWAe te 


18-7 3-6 
18°5 3°5 
18°38 3:1 


1 
BANK CLEARINGS 


2 
London _ Provincial 
“Country” 


om POF 
RK OQO 


G0 Go mm COCO COCO CO CO CO tO 
OCOWOSUNGCAWBNA 


Tota. 


£ 


£ £ 
millions millions | millions 


10-4 5°5 
10°5 5:3 
10-3 5-4 
10°3 5-1 
10-4 5-0 
10-4 4°7 
10-0 4°3 
9-6 4-0 
9-9 4-2 
8-9 4-1 
9-5 3-9 
9-1 3-9 
8-5 3°7 
9-1 4°0 
8-8 3-8 
8-0 3-3 
9-0 4-1 
8°38 3-9 | 
9-2 4:0 | 
9-6 4°2 | 
8-7 4-1 | 
8-9 4°3 | 


Table VI_ BRITISH TRADE AND INDUSTRY—cont. _ 















159 650 771 
151 620 696 
105 486 621 






512 





83 337 402 
78 323 397 
80 346 435 
76 324 429 
70 317 429 
64 276 357 
62 248 400 
66 284 457 
70 296 459 
70 331 425 







76 330 430 
71 324 481 
72 336 463 









(1) Returns isnigithe 






UNEMPLOYMENT | 
— | 


T| Indexot 







| 3 | Percent- | Numbers | Produc 
> ‘roduc: 

bee ga | age of on Live | tion 
Total | insured | Register | (Quarterly 












| persons 
£ | unem- 000’s 1924 = 18 
millions | ployed omitted 











19-1 | 12°38 1,427 | 108-3 J 
19-0 9-9 1,159 | 111-0 y 
19-0 | 9-9 1,140 | 108-2 j 
18-9 | 10-4 1,218 | 1148 C 
19-5 12-6 1,481  109°6 J 
20-3 | 14-6 1,678 | 100-9 A 
19-9 16-7 1,964 | 90-7 J 
19-9 18-7 2,200 92-7 0 
J 
22-1 21-5 M 
20-4 21°5 A 
| 21-1 20-9 M 
| 20-7 20-8 J 
19-8 21-8 J 
| 21-3 22-6 A 
| 21-0 22-7 8 
| 18-9 22-6 0 
20-9 21-9 N 
19-8 21-4 D 

| 20-7 20-9 
| af 
| 21-7 | 28-4 2,728 F 
20-0 22-0 2,701 M 


} 


21-0 20-8 2,567 





* Total clearings (London 


* Average of four or five weekly returns. * Reprinted by courtesy 
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3H TRADMAND INDUSTRY Table VI—cont. 
STEEL (1) IRON & ST EE ERLOF MACHINERY | COTTON | WOOL 
i i | Exports of Exports of Exports of | Exports of | Exports of 
Production Imports | Exports Imports | Exports | arnus Piece Goods fops | Wool and | Wool and 
| | | Worsted Worsted 
| | | | , ; : | Yarns | _ Tissues 
Thousands of Thousands | Thousands £ | £ | Millionsof Millions of Millions | Millions | Millions of 
Tons of Tous of Tons thousands | thousands Lbs. Sq. Yds. of Lbs. of Lbs. Sq. Yds. 
765 244 421 1,627 5,078 16-9 379°3 3°1 3°6 18°6 
809 262 340 1,574 4,151 13-1 349°4 2-4 3-0 9-5 
805 237 376 1,687 5,066 15-0 355-4 2-2 5-1 | 17-5 
890 248 390 1,724 4,803 | 13-5 265°8 3°3 4°5 | 11-1 
| | | 
771 310 352 | 1,514 | 4,456 | 13-2 313-2 2-7 3°7 14-1 
696 234 268 1,699 3,861 11°5 217-0 2:4 3:0 7:0 
621 199 303 1,415 4,440 | 11-0 197-4 2-7 3°2 10-1 
512 264 264 1,499 4,128 | 11:7 150°3 3-1 3:6 8-7 
| | 
222 167 1,181 3,280 11:3 155-6 2-4 2:4 | 10°4 
402 210 170 1,246 2,874 10-8 136-4 2:4 22 | 6:8 
500 193 188 1,216 2,843 | 10°8 135-2 2-8 2-4 | 5-0 
397 228 168 1,305 2,880 | 10-7 141°5 2°5 2-7 | 5:2 
435 246 163 1,212 2,442 9-6 132-8 1:6 2-6 6-1 
429 231 168 1,227 2,693 11-3 177°3 | 2-5 3°5 | 6°6 
429 202 144 | 1,051 2,174 11-2 143-8 R°7 3:1 | 7-9 
357 220 139 1,042 2,448 | 9-0 128°5 1-8 3°7 | 6-8 
400 276 159 1,698 2,792 | 12-8 143-1 2°6 4-0 | 6-7 
457 379 196 1,725 2,811 | 11:8 126-0 2°5 3°4 6:3 
459 267 175 | 1,304 2,929 14°9 149-7 2-9 3-0 | 7°5 
425 | | | | | 
| | 
170 167 | 925 | 2,701 16°4 179-9 3:4 “4 | 8-5 
430 252 | 140 | 1,539 | 2,570 13°3 180°5 4:0 2-8 | 7°6 
481 130 166 868 | 2,651 13-9 202-6 4:0 a | 6°6 
463 | | | H 
' ' 
Returns iswgethe National Federation of Iron and Steel Manufacturers. 
- Table VII COMMODITY PRICES 
ta UNITED KINGDOM | U.S.A. GERMANY FRANCE | ITALY 
| 5 scenniehdacaadia niente” ittigl niga eee a - | seesatngenie’ 
ft ] Jost of 
a | Index os Wholesale 1 | Wholesale Wholesale Living Wholesale| Cost of | Wholesale; Cost of 
ra fl | Costot | (Depart | Stati. (Statis- | (Statia- | Living | Living 
A F | i i Statis- 
(Quarterly Board of ,“* Econ- ( Ministry Teo Reishesnt Reick. Gén rale) roy | 
1924 = 10 Trade omist” jof Labour) amt) Générale) | 
cians | July 1918/14 uly (Jan.-July) 
1913 == 100 1913 =100 '1914 = 100 | 1918 = 100 1913 = 100, = 100 1918= 100) 1914 = 100; 1913 =100) 1914 = 100 
‘ 1929 
mee JanvaRy .. 138-3 | 130-3 | 165 139-3. | 138-9 | 153-1 630-6 | 547 | 134-7] 148 
1 | APRIL «ss | «188-8 :129-3 | 161 138-7 | 137-1 | 153-6 626-7 | 556 | 133-8 | 150 
102 | Joy -+ 137-4 | 128-9 | 163 | 140-4 | 187-3 154-4 613-0 | 555 | 129-5 | 148 
OcToBER .. 136-1 124-1 167 138-0 137-2 153-5 589°5 565 | 127°6 149 
“4 1930 | | | | 
4 JanuaRy .. 131-0 | 118-5 | 164 | 183-8 | 132°3 151-6 563-5 | 665 | 123-0 | 150 
90.7 APRIL ae 123-7 112-3 | 155 | 129-9 126-7 147-4 548-4 572 | 116°6 146 
92.7 JULY ar 119-2 106-8 | 157 | 120-3 125-1 149-3 537-6 | 592 109-0 145 
} je OcTOBER .. 113-0 99-6 | 157 118-3 120-2 145°4 508-2 597 104-9 143 
| 1931 | (a) | 
JANUARY .. 106-9 91-3 | 152 | 112-8 115-2 140-4 4837 [Vso | 98-2 133 
| > 85-1 MaRcH e- 105-9 91-1 | 147 | 108-9 113-9 | 137-7 | 481°7 | | 96-7 135 
APRIL o< 105-7 90-0 147 | 107-2 113-7 137-2 483-7 95-38 135 
May “s 104-4 87-5 145 | 104-9 113-3 137-3 470-1 589 94-2 134 
|~ 80°6 § Juxn -» | 103-2 | 87-5 | 147 | 103-3 | 112°3 137-8 | 467-1 92-1 | 133 
JULY ome 102-2 86-0 | 145 | 103-2 111°7 | 187-4 | 456°3 | | 91-5 132 
AvuGUsT ., 99°5 85-7 145 | 103-3 110-2 134-9 445-6 | > 565 89-8 131 
| > Sl SEPTEMBER 99-2 89-6 145 | 102-0 108-6 134-0 427-9 | 88-9 130 
| OcTOBER .. | 104+4 90-1 | 146 | 100-7 | 107+1 133-1 | 414-2 | 88-9 129 
| gos | NOVEMBER... | 106-4 90-7 | 148 | 100-6 | 106-6 131-9 408-3 | > 581 88:5 | 129 
ECEMBER .. 105°8 90°6 | 147 | 98-3 103-7 130-4 404-4 | 86-8 129 
| 1932 | 
| JANUARY ee 105-8 90-0 | 147 96-4 100-0 124°5 405-4 | 85-9 128 
FEBRU ARY.. | 105°3 | 92-2 | 146 | 95-0 99-8 | 122-3 | 412-3 | 87-0 | 128 
ARCH .. 104-6 88-5 | 144 99-8 | 122-4 | 418-2 | | 86-6 130 
——__——_—— _ = | } | ! 
s (London * The indices, which are for the 1st of the month, are entered for the previous month to facilitate 


ade index comparison. 
courtesy | 2 Gold index. (a) Revised index. 





Correspondent Banks 


NEARLY a century’s accumulated ex- 
perience and conservative progress have 
qualified the Westminster Bank to offer 
its characteristic services as a London 
correspondent to foreign and colonial 
business establishments. It functions 
through a system of over a thousand of 
its own branches in England and repre- 
sentation in every banking town in the 
world, and is amply equipped (as are the 
Paris and Brussels offices of the West- 
minster Foreign Bank) for specialized 
service in credits, collections, exchange, 
and all the ramifications of modern bank- 
ing. Banks or merchant houses wishing 
to establish a London connexion are 
invited to communicate with 
the Manager 


WESTMINSTER BANK 


LIMITED 


Head Office: 41 Lothbury, London, E.C.2 








Midland Bank Records Office 


and Recent Branches 


By Professor A. E. Richardson 


URING the last thirty years London has spread 
Di: tentacles towards the green and pleasant places 

of the Home Counties. Not only has there been an 
inner movement welding the City and the West End into 
business homogeneity, but the process has extended to the 
bricky fastnesses of the older suburbs. Save for the parks, 
squares, and scheduled open places there is little acreage 
for insulated building within the five-mile radius. The 
problem facing great public institutions is to find storage 
accommodation for an ever-increasing mass of records. 
Even if inner London were by some miracle to be 
rebuilt once again, and taller structures were to grace the 
scene, there would still be the difficulty of storage and 
expansion. 

The step taken by the Midland Bank in building a 
spacious depository at Colindale is significant of other 
developments that will follow in the immediate future. 
It is clear also that architects who specialize in designing 
bank premises will be called upon to interpret the needs 
of many head offices in this connection. The neighbour- 
hood of Colindale, Mill Hill and Edgware seems to offer 
the most advantageous sites for specific purposes. 
There is every access from London and protection from 
fire. This migration from the City, first of the citizens 
and then of their deed boxes, is sy mptomatic of the terrific 
vitality of the ancient town. Shelley, the poet, versified 
prophetically when he wrote : 

London: that great sea whose ebb and flow 
At once is deep and loud, and on the shore 
Vomits its wrecks, and still howls on for more. 
Yet in its depth what treasures ! 

The site of the new storage building, which has been 
designed by Messrs. Welch, Cachemaille-Day and Lander, 
F.A.A.R.I.B.A., is almost adjacent to the storage building 
erected by the British Museum Trustees for the storage 
ol newspapers. The district is served by the Tube and 
many lines of omnibuses, and what thirty years ago 
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would have been half-a-day’s journey to and from the City 
is now a matter of thirty minutes. The future may 
witness the construction of private tubular railways for 
the new deposit centre to a central clearing house in the 
heart of the City for the conveyance of documents. Here 
is a suggestion for the would-be modernist. 

It is clear that the nature of a storage building 
demands not only that the structure should be rendered 
damp-proof, but that it should be fire-resisting. Further, 
it has to be in a zone of its own to protect its contents 
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Irchitects Welch, Cachemaille-Day © Lande) 


1. MIDLAND BANK RECORDS OFFICE, COLINDALE 


from external contagion. Judging from the building 
itself it is clear that the policy of the directors of the 
Midland Bank is a wise one. It is also a matter of con- 
gratulation that the architects have endowed a strictly 
utilitarian building with graceful proportions. The 
problem demanded clear deckage, the use of fire-resisting 
materials, the provision of metal lockers, shelving, and 
other working apparatus. There had to be, moreover, a 
certain elasticity in the arrangement of the fittings, 
allowing for frequent changes and internal alteration as 
required. The new building has in its devisement 
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something of the requirements of a library of the future. 
The floor area in the four stories totals 41,500 sq. ft. 
Of this superficial area 4,500 sq. ft. are given to the space 





trtes ; ** Architecture Illustrated’ 


THE ENTRANCE TO THE MIDLAND BANK RECORDS OFFICE 


required for lifts and staircases. There are well-designed 
staff rooms and a dining-room with kitchen on the first 
floor. The administration offices are on the ground floor. 
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The building as viewed from between the trees is 
pleasant in its proportions. The rectangular mass of 
brickwork has unity of scale relieved by the long 
horizontal line of the windows which mark the four stages. 
It is an up-to-date building embodying all the charac- 
teristics of honest structure (see Illustration No. 1). 
References to the detail of the entrance will impress 
the lover of fine building with the possibilities of brickwork 
rightly handled. Here is a new expression in contem- 
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By courtesy of [‘* Architecture Illustrated ** 


3. AN INTERIOR VIEW OF THE MIDLAND BANK RECORDS OFFIC! 


porary architecture which is restrained and hopeful. The 
clean structural lines of the exterior are reflected in the 
bare structure of the deckage within (see Illustration No.3). 
The structural supports are reasonable in their placing, 
and the sashing of the windows is such as to satisfy the 
most fastidious student of architecture. In buildings of 
this type it is obvious that economy of design is a deter- 
minant. Steel construction admits of more rapid building 
than other methods, and in some quarters it is reg sarded 
as being more fire-resisting. If latitude had been glowed 
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stock brickwork might have been employed for the 
external facings or, “better still, the delightful Suffolk 
whites. Architects and clients are prone to fight shy of 
old-fashioned methods of building, but time and again 
it is proved that a little extra cost in the selection of 
material results in less upkeep. It is gradually being 
realized that the old brickwork of the past, with its 
superior flush pointing, adds to the quality of a structure. 
Most of the brick buildings in Sweden and Holland are 
built to-day on the ancient principles of brick-setting. 

The employ ment of concrete floors and asphalt for 
the flat roof is another indication of up-to-date methods. 
The architects have handled their work in a delightful 
manner, and they have added to the amenities of a 
growing suburb already distinguished by the fine housing 
schemes of the London C ounty Council ‘and the buildings 
erected by His Majesty’s Office of Works. 


RECENT MIDLAND BRANCHES 


Modern social conditions have called into being a new 
order of branch banks in almost every suburb, town and 
village in England. A hundred years ago the local 
banker lived in a Georgian mansion and laid the fortunes 
of those private banks which have since dev eloped into 
the giant corporations of to-day. Our Mr. Dormer would 
be astonished if he could revisit the towns between 
Norwich and London. Even the fastidious taste of 
Mr. Mottram must be satisfied at the care given to design 
of banks in these times when the catalogue rules. 

The first of the series is the new branch at Tolworth, 
designed by Mr. J. D. Hossack. In this building the 
theme is frankly based on traditional lines. The facade 
is well proportioned, dignified, and sensible. The bank 
is expressed on the ground floor in an ingenious manner. 
The supports are well considered, and ornament is con- 
spicuous by its absence. Mr. Hossack has followed his 
classical theme with confidence, and he has subordinated 
the lines of the building to accord with the character of 
the district. 

The branch at Chesham, designed by Messrs. Elcock 
and Sutcliffe, aims at a more dramatic expression. The 
building has ‘‘ bank character’’; the composition of 
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fenestration and doorway is strong. There is, however, a 
slight tendency to over-emphasize minor points. There 
would have been a gain in dignity had the stone key- 


BRANCH AT TOLWORTH, MIDLAND BANI< 


stones and the tasselled drops to the top band been 
suppressed. 

The branch at South Yardley is pleasant enough in 
its general pictorial grouping, but the design lacks 
dignity owing to the overcrowding of features. For 
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al example, the heavy character of the stone parapet, the 
e subdividing of the facade into three parts, and the 


amateurish detail militate against successful expression. 
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n Architects Elcock & Sutcliffe 
BRANCH AT CHESHAM, MIDLAND BANK 


n As a student of architecture one may be permitted to 
View present-day work in a disinterested way. The 
perfection of fine building depends more upon an idea 
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than upon the display of architectural samples selected 
from tradition. There is no doubt that a great advance 
in stylish building has taken place, and that the selection 

receives consideration. There 





ot local material now 


BRANCH AT SOUTH YARDLEY, MIDLAND BANK 


remains, however, the need to study and restudy the 
superb qualities which are rarely absent from the master- 


pieces of this and other ages. 





